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A Check List of 
Inwin MARKETING Texts 


MARKETING Principles and Methods, Revised Edition 


By Charles F. Phillips, Bates College, and Delbert J. Duncan, University of 
Colorado, 740 pages, copyright 1952 


RETAILING — Principles and Methods, Third Edition 
By Delbert J. Duncan, University of Colorado, and Charles F. Phillips, Bates 
College, 746 pages, copyright 1951 


RETAIL MANAGEMENT PROBLEMS 
By C. H. McGregor, University of North Carolina, 244 pages, copyright 1953 


SALESMANSHIP Principles and Methods 


By Carlton A. Pederson, Stanford University, and Milburn D. Wright, San 
Jose State College, 554 pages, copyright 1951 


SALES MANAGEMENT Policies and Procedures 
By D. M. Phelps, University of Michigan, 918 pages, copyright 1951 


MARKETING BY MANUFACTURERS, Revised Edition 
Edited by Charles F. Phillips, Bates College, 740 pages, copyright 1951 


MARKETING CHANNELS 


Edited by Richard M. Clewett, Northwestern University and Sponsored by 
— the American Marketing Association, 534 pages, copyright 1954 


THEORY IN MARKETING 


Edited by Reavis Cox, University of Pennsylvania, and Wroe Alderson, Alder- 
son and Sessions, Inc. and Sponsored by the American Marketing Associa- 
tion, 350 pages, copyright 1950 


PROCUREMENT Principles and Cases, Revised Edition 
By Howard T. Lewis, Harvard University, 834 pages, copyright 1952 


ADVERTISING Theory and Practice, Fourth Edition 
By Charles H. Sandage, University of Illinois, 653 pages, copyright 1953 


ADVERTISING Text and Cases 
By Neil H. Borden, Harvard University, 1064 pages, copyright 1949 


PUBLIC RELATIONS Principles and Problems 
By Bertrand R. Canfield, Babson Institute, 531 pages, copyright 1952 


CONSUMER ECONOMICS 
’ By Pearce C. Kelley, University of Oklahoma, 678 pages, copyright 1953 
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Memo for MAY 10... 


Among the new features in SALES 
MANAGEMENT'S May 10, 1954 
SURVEY OF BUYING POWER ... 


25th Anniversary Number: 


Distribution by Income Groups. The per cent of con- 
sumer spending units and their per cent of effec- 
tive buying income in these brackets: $o0-$2,499; 
$2,500-$3,999; $4,000-$6,999; over $7,000. For 
the U. S., States, Counties. 


Population, Income, Retail Sales Trends. For 1929-53 
. every state and region. 


Changes in Retail Trends. New estimates of changes 
in retailing trends resulting from thousands of 
new shopping centers and suburban branches of 
department stores. 


Urbanized Persons. Number of urbanized persons 
. . . all metropolitan areas and counties. 


Plus up-to-date estimates for all features appearing 
in the ’53 Survey. 


SALES MANAGEMENT 


years of 
ACCEPTANCE 
USE 

PRESTIGE 
ACCURACY 
AUTHORITY 


SURVEY OF BUYING POWER ' 


386 Fourth Avenue, New York, New York 
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The newest and best thinhing—and doing— 
practitioners and educators... 


CURRENT READINGS IN MARKETING 


Compiled by GEORGE F. FREY and RAYMOND B. BUTEUX, New York University 
With a preface by D. B. LUCAS, Chairman, Department of Marketing, N.Y.U. 


Top men in the field are the authors of this up-to-the-minute selection of more than 60 articles from 
the great wealth of information appearing in Printers’ Ink and other leading journals. Expressly de- 
signed to supplement and not replace the standard textbooks, this practical book follows the general 


arrangement of the most widely used texts. 


CURRENT READINGS IN MARKETING fills a gap in the training of students by presenting those 
aspects of marketing which are the most dynamic—and hence the least suited to adequate textbook 
treatment. Included at the end of each section is a group of questions, designed for use in classroom 
discussions or for homework assignments, which the student may use both for study and review pur- 


poses. 


Size of book: 8Y4” x 11”. Illustrated. 256 pages. Authors’ index. Price $2.50 


TABLE OF CONTENTS (CONDENSED) 


(Under each heading and sub-heading are provocative articles by W. Averill Harriman, 
P. D. Converse, Carl R. Gisler, Otto Kleppner and many other leading marketing men.) 


THE AMERICAN MARKETING ECONOMY 


The Place of Marketing in the Economic 
Structure 


Consumers and Their Relationship to Mar- 
keting 


THE COMPONENTS OF DISTRIBUTION 
Retailing 
Wholesaling 
Warehousing 
Transportation 


TECHNIQUES OF MARKETING 


Marketing Research 
Market Forecasting 


SEND NOW FOR YOUR ON-APPROVAL COPY 


TECHNIQUES OF MARKETING (Cont.) 
Advertising 
Salesmanship and Sales Management 
Sales Promotion 


POLICIES 

Private Policies 
Product 
Price 
Channels of Distribution 

Public Policies 
Brands—Trade-marks 
Consumer Credit 
Other Legal Aspects of Marketing 


INDUSTRIAL MARKETING 


PRINTERS’ INK BOOKS 


A Division of Printers’ Ink Publishing Co., Inc. 


205 East 42nd St., New York 17, N. Y. 
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“4In machine tabulation, pre- 
coding not only saves time 


and money but catches errors 
and incompleteness in ques- 
fionnaire design’’. 


“Criteria for Marketing 
and Advertising Research” 
Copyright 1953 


by ADVERTISING RESEARCH FOUNDATION, INC. 


from — 


Pre-coding is an integral part of the free advisory 
service R & S offers researchers. In addition, no charge is 
made for consultation in helping design the question- 
naire. Quite often this will result in simpler questions and 
more definite findings, yet not distort the purposes of the 
survey (for example, conversion of “open-end” questions 
into tick-off ones). 


: Punched card tabulation or manual, you can de- 
F pend on R & S to give you the right service at the right 
4 price. Call on us to work with you on your next project — 
dl remember, there is never a charge for consultation. 


A call or a card will bring an experienced “methods 
man” — or, we'll be glad to send you a free booklet 
. about R & S services as a preliminary! 


RECORDING & STATISTICAL CORPORATION 


100 Sixth Avenue *- New York 13,N. Y. 
WOrth 6-2700 


Chicago: Boston: Detroit: 

223 West Jackson Boulevard 55 Old Colony Parkway 1025 Brush Street 

Chicago 6, Illinois ' Boston 25, Massachusetts Detroit 26, Michigan | 
Y. HArrison 7-7357 AVenve 2-3925 WOodward 3-3940 oe 
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Announcing a New Edition 


SALES ADMINISTRATION 
PRINCIPLES AND PROBLEMS, 3rd Edition 
by BERTRAND R. CANFIELD, Chairman, Division of Distribution, Babson Institute 


This new edition of the most successful text on sales management ever published 
is a completely rewritten book, incorporating suggestions from teachers of sales 
administration. Changes in the new edition include greater emphasis on sales 
operation and control, sales planning and policy; improvement of problems to 
include more detail. 


640 pages + 6”x9" + Tobe published May 1954 
ADVERTISING PRINCIPLES AND PROBLEMS 


by JAMES D. SCOTT, University of Michigan 


The combination of text and case material . . . the introduction of back- 
ground on how to analyze a case . . . and the presentation of illustrative anal- 
yses of important types of problems make ADVERTISING PRINCIPLES AND 
PROBLEMS one of the outstanding books in advertising. The 59 cases and 30 
short problems deal with a wide variety of products sold by small, medium and 
large firms. All but three of the cases and problems are the actual experiences 
of business executives since World War II. 


803 pages + 6"x9"” + Published 1953 
ELEMENTS OF MARKETING, 5th Edition 


by PAUL D. CONVERSE, HARVEY W. HUEGY and ROBERT V. MITCHELL, University of Illinois 


This new edition of a classic marketing text is completely up-to-date . . . is 
even more down-to-earth and more useful. Seven entirely new chapters are pro- 
vided . . . 17 chapters are rewritten from start to finish . . . the rest are care- 
fully revised. 

968 pages + 6" x9” + Published 1952 


READINGS IN MARKETING 


by J. H. WESTING, University of Wisconsin 


This is a compilation, by Professor Westing, of 53 timely articles written by some 
of the nation’s leading spokesmen on -marketing. Practically all aspects and 
points of view are represented in this stimulating and provocative text. All of 
the readings are accompanied by explanatory material to stimulate student 
discussion. 


384 pages + 554" x 83%” + Published 1953 
Send for Your Copies Today 


PRENTICE-HALL, Inc. (70 FIFTH AVENUE, NEW YORK 11.N.,Y. 
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... to determine your best source for 
effective accounting and statistical work! 


For over twenty years, IBM Service Bureaus have 
been handling all kinds of accounting and statis- 
tical reports for all types of organizations. No 
-assignment is too small . . . none too complex... 
and all are done in strictest confidence. 


For your convenience, there are 115 IBM 
Service Bureaus strategically located throughout 
the country. Each is equipped with modern IBM 
machines . . . and staffed by personnel with inti- 
mate knowledge of both machines and methods to i 


assure you prompt, effective results. 


International Business Machines, 590 Madison Avenue, New York 22, N. Y. 
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Grnom Macmillan 


Salesmanship 


BY RICHARD L. SMALL Here is a thoroughly sound, basic 
course in all aspects of selling. In down-to-earth terms, the book 
gives the essential basic steps in any sale, the particular tech- 
niques that have proved successful in each of these steps, and 
specific methods of developing skill in these techniques. The 
author also shows how the many activities of merchandising, 
sales promotion, and advertising can best be coordinated with 
the work of the individual salesman to get results in the total 
sales effort. 


1953 554 pp. $4.35 College Text Edition 


An Outline of 
Advertising 


third edition 


BY GEORGE B. HOTCHKISS This text gives a clear idea 
of what kinds of work are included in advertising and explains 
how that work is done. Its information on the professional re- 
qu.rements and techniques of advertising is complete and re- 
cent. There is full material on advertisement testing, valuable 
material on methods of printing and reproduction, and chap- 
ters on names, trade-marks and packages. In the third edi- 
tion, several of the chapters have been completely rewritten 
and more than fifty new illustrations have been added. 


1950 605 pp. $6.00 


Lhe Macmillan 


60 FIFTH AVENUE, NEW YORK 11, N.Y. 
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Barnard, Inc. 


“Why hasn’t somebody told me about this?” is a common 
Why question we get from new clients when we’re 
talking about their problems. 


9 The answer is that we are mostly so busy 
Hasn’t helping to solve these problems that we don’t have 
much time to crow about doing it. 


Further, your special problems need and 

deserve individual attention, plus 
Somebody an application of imagination 

which can only be suggested until you see 

the result in your work. 


In compiling advertising media lists and coverage data, 
marketing information by counties, states or 

Told special territories, to examine sales and advertising 
performance—there is a quick, convenient and 
accurate answer in The Barnard Statistical Library— 
one special branch of our tabulating services. 


Advertising agencies, publishers, advertisers 

make wide and frequently continuous use of these 
Me services to relieve the burden on their clerical 

departments and to get faster, surer 

delivery of reports. 


Very probably there are a number of places 
About in your business where our help can smooth out 
or speed up operations. 


We can tell you only this much here, but a visit 
° with one of our executives may disclose 
This 2 great deal more of real value to you; 
and if you will return the coupon, or telephone us, 
one of our men will be happy to serve you. 


Even if you've been told about FUT 


this. . . . Perhaps a review I Barnard, Inc. 1 
would be profitable. § 432 Fourth Avenue, New York 16, N. Y. 1 
y_ Yes, I'd like to know more about what your tabu- 4 
B d } lating service and Statistical Library can do 4 
} for me. I 
arnard, Inc. ! 
COMPLETE 
TABULATING & 


STATISTICAL SERVICE 
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TV Script for DRAGNET FOR MARKETING 
Client, AM A 

Network, AMA 

June, 1954 


AUDIO 


2 bars Dum de dum dum .. . 
This is the city... 

Atlantic City... 

Endowed by nature .. . 
Arranged by us. . 

For your 

progress, profit and pleasure. 


My name is Wyman 

My job’s Chairman 

ot Conference Committee. 
That means Program, and 
Room and meals for 400. 


The program’s in. . . 

Wroe Alderson and Jim Robins 
take care of that. 

That means tops in any 
marketing man’s book. 


Sleeping and eating 
is something personal. 
Whether you get 
what you want 
depends a lot on you. 


We will produce if 

you give us a chance... 
you will act now. 

Send the coupon— 

yes, today. 


_The best investment for you 


in 1954. 


Mr. Donald K. Sorber, Registrar 
AMA Convention 

c/o Pennsylvania Salt Mfg. Co. 
1000 Widener Building 
Philadelphia 3, Pa. 


0 I plan to attend Atlantic City Conference. 


0 I plan to bring my wife. Name 


Please send me advance registration card Address 


and hotel information. 


VIDEO 


Roll film—showing Atlantic City 
skyline from end of pier— 

detail of boardwalk esplanade. Stress 
sand—surf—sun and fun. 


Closeup of Wyman 

to show 

energy and enthusiasm 

of the lady who will 

lead this conference to a new high. 


Closeup of Wroe and Jim going 
over list of top talent scheduled 
to address conference sessions. 


Closeup of reader 
dreaming up demands 
for ocean-front rooms 
or checking budget. 


Closeup of reader 
invigorated by sun and surf 
inspired by money- 
making ideas and contacts 
both acquired at 
A.C.—A.M.A.—Conference 


Please mention the JOURNAL OF MARKETING in writing advertisers ; 


CASES and PROBLEMS in MARKETING RESEARCH 


Donald F. Blankertz, University of Pennsylvania; Robert Ferber 
and Hugh G. Wales—borth University of Illinois 


Ready in April—Designed for use with any basic textbook, this volume 
contains a varied selection of 56 cases in marketing research; develops a 
practical understanding of actual situations. Grouped according to the 
nine major steps in a market research operation, the cases give a working 
command of modern techniques and methods. Book sets forth a wide 
range of problems together with all necessary information. 368 pages. 


ADVERTISING LAYOUT 


William Longyear, Pratt Institute 


Ready in May—Clearly presents the theory of advertising layout and its 
application to specific problems. Covers the whole field—from basic prin- 
ciples to the function of the art director—offering valuable instruction 
in typography, lettering, bleed space, balance, unity, contrast, other design 
essentials. Contains over 100 illustrations and informative sketches graphi- 
cally supplementing text discussions. 


SALES MANAGEMENT 


Horold H. Maynard, Ohio State University; and 
Herman C. Nolen, Vice Pres., McKesson & Robbins, Inc. 


Today's successful ideas and scientific methods of sales management, stress- 
ing techniques and basic principles. Book describes the planning of sales 
strategy from analysis of condition, tests, research. Emphasizes policy- 
making function of the sales manager; organization; planning, controlling 
sales, etc. Numerous illustrative problems and cases drawn from outstand- 
ing firms. Rev. Ed. 46 ills., 667 pages. 


INTRODUCTION to RADIO and TELEVISION 


David C. Phillips, University of Connecticut; John M. Grogan, 
William Esty Agency; and Earl H. Ryan, College of the City of New York 


Ready in April—A straightforward survey of current practices and prob- 
lems in both radio and television. Network organization, station manage- 
ment, and the many techniques of radio and TV production are treated 
in detail, emphasizing the operation of a typical large station. Covers the 
functions and various types of broadcasting, its development and regula- 
tion, audience research, etc. Includes illustrative material and representa- 
tive scripts. 466 pages. 


HANDBOOK of GRAPHIC PRESENTATION 
Calvin F. Schmid, University of Washington 


Ready in May—A working manual for the clear presentation and interpreta- 
tion of statistical data by means of charts and graphs. Shows how compli- 
cated data can be put into easily intelligible form; analyzes each basic 
type of statistical chart, showing its advantages and disadvantages. Also 
treats layout procedures, statistical maps, three-dimensional charts and 
graphs. Illustrated with examples from a wide variety of fields. 210 ills., 
326 pages. 
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AN APPRAISAL OF CENSUS PROGRAMS 
FOR MARKETING USES 


NEIL H. BORDEN, STANLEY FRAME, 
WILLIAM C. GORDON, JR. and CHARLES W. SMITH 


[The original of this report was trans- 
mitted to Ralph J. Watkins, Chairman, In- 
tensive Review Committee on Census, De- 
partment of Commerce, Washington, D. C. 
on December 10, 1953 by Neil H. Borden, 
President, for the American Marketing As- 
sociation. Its purpose is to provide informa- 
tion to aid in the formulation of a Federal 
government program for statistical services 
of optimum value to the nation. 

Credit for the report is due to all those 
members of the Association who contrib- 
uted their time and effort so generously in 
the preparation of this report: 


(1) To the members who so promptly re- 
turned their questionnaires. 


(2) To the New York Office of McKinsey 
and Company for extensive work in lay- 
ing out and reproducing the question- 
naire and accompanying letter. 


(3) To the Central Office staff for the 
prompt mailing and forwarding of ques- 
tionnaire returns. 


(4) To Messrs. Vergil Reed, Donald West, 
Harold Barnes, Herbert Breseman and 
Clifford Knowles for providing steno- 
graphic facilities. 


(5) To the task force group—Messrs. Neil 
H. Borden, Stanley Frame, William C. 
Gordon, Jr. and Charles W. Smith—in 
the preparation of the questionnaire 
and in writing the final report. 


(6) To members of the Census Committee 
for reviewing the report and offering 
constructive suggestions. 


(7) In particular, special credit is due the 
A. C. Nielsen Company which handled 
the coding and tabulating of the ques- 
tionnaire and reproduced the entire re- 
port under the stress of a stringent time 
schedule, without cost to the Associa- 
tion. 
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IV. Findings Regarding Use of Census 
Data by Business for Marketing Pur- 
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VIII. 


C. Comments on Uses by _ of 
Companies 


. Appraisal of Value of Census Data by 
Respondents 


A. General Attitudes Towards Cen- 
sus Data 

B. Generalization as to Attitudes on 
Value of the Census 


. Evidence and Opinion as to Essenti- 

ality of Census versus Other Methods 

A. Sampling as a Substitute for Cen- 
suses 

B. Business Collection of Data as a 
Substitute for Censuses 


Recommendations of Respondents as 
to Frequency of Censuses 


Suggestions of Respondents as to 
Changes in Present Censuses 


Appendix A. Comprehensive Tables 


Appendix C. Questionnaire and Accom- 


panying Letter 


SUMMARY OF FINDINGS 


A brief summary of findings developed 
by the survey discloses: 


(1) 


(2) 


(3) 


Regardless of type or size of organiza- 
tion reporting, extensive use is made of 
census data by business for marketing 
purposes. Ninety-six per cent of all re- 
spondent companies use census data in 
their marketing operations. 


The returns give an overwhelming vote 
of confidence in the value of census 
data for marketing purposes. Eighty- 
three per cent stated that the data were 


“very useful.” Thirteen per cent said ~ 


they were “moderately useful.” Only 
four per cent reported them to be of 
little or no use. 


Census data are used for a wide variety 
of major marketing purposes includ- 
ing: Analysis of Market Potentials; 
Economic and Sales Forecasting; Anal- 


ysis of Distribution; Analysis of Sales 
Performance; Layout of Sales Terri- 
tories; Location of Plants; Location of 
Warehouses and Stores; and Deter- 
mination of Samples for Marketing Re- 
search Studies. 


(4) Educational institutions also make ex- 
tensive use of census data in: furnish- 
ing aid and assistance to small business 
firms and local organizations; instruc- 
tion of studenis; and academic re- 
search. 


(5) The Censuses of Population, Manufac- 
tures and Business supply the data 
most generally applicable to market- 
ing uses. But censuses less generally 
used are still vital in problem solution 
to those whose markets are dealt with 
in these censuses. 


(6) Census data are highly regarded by re- 
spondents because of their: 
a. Essentiality 
b. Comprehensiveness 
c. Reliability 
d. Continuity and Comparability 
e. Availability to all 


(7) Sampling studies are not an acceptable 
substitute for complete censuses be- 
cause: 

a. They have definite limitations. 

b. They do not meet the needs and 
requirements of various census 
uses in marketing. 


(8) Business collection of data would not 
be an acceptable substitute for com- 
plete censuses by the government. 


(9) The recommended frequency for dif- 
ferent census programs follows, very 
closely, the actual programs developed 
in recent years. 


(10) There is no general demand for drastic 
changes in present censuses. Suggested 
changes vary with interests of respond- 
ents. 


(11) There is an expressed interest in 
greater census frequency and speedier 
census reporting. 
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I. STATEMENT OF THE PROBLEM 


Basic Issues Regarding the Census 


In light of the failure of Congress to ap- 
propriate funds for the Censuses of Manu- 
factures and Business at its last session and 
the substitution therefor of $1.5, million for 
“spot checks,” several basic issues are raised, 
namely: 


(1) Do the various censuses fulfill needs in 
the economy that justify appropriations 
by Congress? 

(2) With what frequency should these sev- 
eral censuses be taken, if at all? 

(3) What changes in the various statistical 
programs of the Federal Government 
should be made to make them of opti- 
mum value to the economy as a whole? 


Assignment Given to American Marketing 
Association 


The assignment accepted by the Amer- 
can Marketing Association for Secretary 
Weeks’ Intensive Review Committee on the 
Census relating to the basic issues above 
was: 


(1) To determine through a survey the uses 
for marketing purposes, by business, of 
the data from the several censuses. 

(2) To secure an appraisal of the signifi- 
cance or worth of these uses from: 

(a) An expression of respondents’ opin- 
ion as to the helpfulness of the cen- 
sus data. 

(b) Evidence that reflects the impor- 
tance of the indicated uses to busi- 
ness. 

(3) To obtain the opinions of these busi- 
ness users regarding the frequency with 
which the several censuses should be 
taken. 

(4) To get suggestions from respondents 
regarding changes that should be made 
in the several censuses to make them of 
optimum value. 

(5) To get evidence and opinion as to 
whether the several government cen- 
suses are essential, and whether less 
costly methods are sufficient, namely: 
(a) Would not sampling studies, such 


as were provided at the last session 
of Congress, suffice for all reason- 
able uses? 

(b) Could not business gather the data 
which would be adequate for its 
own use? 


This report sets forth the findings from 
the Survey. 


II. THe Survey—{ts STRENGTHS 
AND W 


Extreme time limitations forced use of 
the restricted approach of a mail question- 
naire addressed to the 4,700 members of 
the American Marketing Association. A 
more desirable personal interview of a het- 
erogeneous sample of businesses was out of 
the question. The Intensive Review Com- 
mittee did not give the go-ahead signal un- 
til the latter part of September and this 
report was asked to be delivered on No- 
vember 16. The questionnaire and accom- 
panying letter were placed in the mail on 
October 16, with return requested by Oc- 
tober 31, and are shown in Appendix C. 

Questionnaires were mailed to all Ameri- 
ican Marketing Association members. The 
covering letter requested only one person 
to reply for each business organization. 
This was a survey of the use and viewpoints 
of the organization rather than the indi- 
vidual. For this reason only one reply for 
an organization was accepted for tabula- 
tion, except where the reply was from an 
important division of a decentralized man- 
agement (e.g., divisions of Du Pont and 
General Electric Company) or from a sub- 
sidiary. Where two or more questionnaires 
were returned by members of the same or- 
ganization, the highest ranking respondent 
was given preference. 

In all, 738 questionnaires were received 
by October 31, when tabulations were 
started. Of this number, 682 questionnaires 
were suitable for tabulation after elimina- 
tion of duplicate, incomplete, or otherwise 
unusable returns. The 682 respondents rep- 
resent approximately 35 per cent of the 
organizations listed in the Association’s 
1952-53 roster. Subsequent to October 31, 
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upwards of 60 additional questionnaires 
were received; inspection of these indicates 
these responses would not alter the picture 
as revealed by the tabulations given in the 
report. In light of the time element and 
the complicated nature of the question- 
naire, the returns represent an exception- 
ally good response for a mail questionnaire. 

The distribution of survey returns is 
shown in Appendix A. It will be seen that 
the returns by type of company are, on the 
whole, representative of the membership of 
the Association. Business organizations, par- 
ticularly manufacturing companies, are 
more heavily represented in the sample 
and education is represented much less, in 
terms of the Association’s membership 
roster. This is explained by the fact that 
the survey was labeled as applying to uses 
of census data by business firms. 


Character of the Sample 


It should be recognized that there is bias 
in this sample. It is not representative of 
business as a whole. Rather it is representa- 
tive of companies employing advanced and 
more scientific methods in their marketing 
endeavors than hold for business generally. 
It represents those seeking to determine 
policy and procedures on the basis of analy- 
sis of facts. Generally these companies have 
marketing research men on their staffs who 
are employed to develop scientific methods 
for marketing operations. 

On the other hand, it should be recog- 
nized that the companies included make up 
a very important segment of American in- 
dustry. Their practices are representative 
of those believed to be desirable in conduct- 
ing business in our large and dynamic econ- 
omy with all the attendant complexities 
involved in carrying on marketing opera- 
tions. 

From Appendix A and from the list of 
respondents listed in Appendix B, it will 
be seen that the companies represent a wide 
diversification of activity and interest. Com- 
panies manufacturing both consumer and 
industrial goods represent the biggest group 
of respondents (46 per cent). Distribution 


trades are 5 per cent. Marketing research or- 
ganizations and business consultants who are 
employed to do marketing research and 
analytical work for businesses are 10 per 
cent of the group. Similarly, advertising 
agencies, who traditionally have played an 
important part in marketing research, are 
10 per cent. Publishers, who in selling their 
space or time make intensive use of market- 
ing facts and analyses which they transmit to 
their customers, are g per cent of those re- 
porting. In the “other group” are trade asso- 
ciations, public utilities, insurance compa- 
nies, banks and chambers of commerce. 

In size, the companies range from Gen- 
eral Motors, United States Steel, and Gen- 
eral Electric down to some 25, per cent of the 
sample which each have annual gross sales 
under $5,000,000. 

The members of the Association are in 
an excellent position to appraise the value 
and importance of census programs to busi- 
ness. The day-to-day work of this group pro- 
vides information and recommendations to 
management for guiding and planning the 
marketing decisions of their companies. 
These people have important problems to 
solve which have vital implications to the 
success of their organizations and to the 
economic health of the country. The view- 
points of the group are based on practical 
experience with real problems. The group, 
accordingly, is in an excellent position to 
speak with authority regarding the value 
of census data in solving marketing prob- 
lems. 

The committee handling the survey was 
struck by the extreme care and thought 
reflected in answering the questionnaires. 
A large percentage wrote lengthy memo- 
randa regarding their uses of census data. 


Many submitted sample reports. The length 


of their replies to the open end (“why”) 
questions has made tabulation and quanti- 
fication of such questions for this report 
impossible in the short time available for 
preparation. Consequently, the Association 
committee handling the report will gladly 
make the returns available to the Intensive 
Review Committee, if that group so desires. 
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III. Uses or Census DATA FOR 
MARKETING PURPOSES 


A. Development of Need for Census Data 
in the Field of Marketing 


Recognition of the value of census data 
in the field of marketing first began to de- 
velop around 1920. About that time, as a 
result of the successful use of mass produc- 
tion methods, American industry was be- 
ginning to develop mass distribution meth- 
ods. Successful use of these methods required 
careful planning and control based on pre- 
cise knowledge of the size and composition 
of markets, and the number and location of 
distributors and dealers. The trend of sales 
and production in various fields began to be 
of great value in setting company volume 
goals and planning sales strategy. 

The growing need for better marketing 
facts led publishing companies to make 
private studies designed to show their ad- 
vertisers the basic distribution of market 
potential for their products and the major 
concentrations of retail trade within the 
United States. These studies made extensive 
use of data from the Census of Population 
and Census of Manufactures. 

As manufacturers began to put these early 
studies to use, they became aware of im- 
portant deficiencies in the data. In discus- 
sions with Department of Commerce repre- 
sentatives, the idea of expanding census 
operations to provide better marketing data 
through a Census of Business, giving facts 
regarding the retail, wholesale, and service 
trades, gradually developed. Under the im- 
petus of the buyers’ market prevailing in 
the go’s, the need for marketing facts con- 
tinued to expand. 

As marketing men began to learn of the 
availability of census data they made more 
and more use of them. Today, many of the 
techniques of scientific marketing (i.e., the 
use of factual information to plan and con- 
trol sales operations) depend fundamentally 
on the availability of census data. 

Like water resources in the absence of a 
drought, the availability of census data has 
come to be taken for granted by marketing 
men. As reflected in the survey, full realiza- 


tion of their basic dependence on such 
data is only now developing as a result of 
the possibility that census operations may 
have to be curtailed in the interests of gov- 
ernment economy. 

Today, the increasing magnitude and 
complexity of business operations and the 
rapidity of changes in our economy make 
the planning and control of sales operations 
more important than ever before. Planning 


and control are important for attaining ex- — 


pansion of the economy and stability and 
efficiency in marketing. Accordingly, if cen- 
sus data contribute materially to the plan- 
ning and control of marketing operations, as 
this study indicates, then the censuses have 
great value to the general public as well as 
to business. 

It is against this background that the 
specific uses of census data for marketing 
purposes will now be discussed. 


B. Major Purposes for Which Census Data 
Are Needed in the Field of Marketing 


1. Economic or Sales Forecasting 


Because the investment in facilities and 
manpower required to develop a market on 
a national scale is so great, more and more 
companies are basing their long-term plans 
on economic and sales forecasts. Census 
data have been drawn upon heavily in the 
preparation of such forecasts. 

For example, a company that sells a prod- 
uct used by specific age groups must know 
the trend of population of these age groups 
in laying its long-range marketing plans. A 
company that sells a product used by cer- 
tain types of industries must know the rela- 
tive rate at which production of each of 
these industries is growing. A company that 
sells household goods must know the trend 
of family formation, and the size of such 
families, in appraising the outlook for fu- 
ture volume and profits. All of these data are 
available in reports published by the Bu- 
reau of the Census. Trends are established 
from the periodic benchmarks provided by 
the censuses when they are repeated as pre- 
scribed by law. 
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2. Analysis of Market Potentials 


In planning the placement of advertis- 
ing and selling effort, it is essential to know 
the size and geographic distribution of the 
potential market for a given product. 

Detailed information on actual sales of 
a product by all manufacturers of the prod- 
uct is seldom available even when a trade 
association collects and reports such data 
to its member companies. In particular, the 
geographical distribution of sales is usually 
not provided in association reports. As a 
consequence, many companies develop mar- 
ket potential estimates based on census 
data that are related to the sale of the prod- 
uct they make. 

Such yardstick figures are provided by 
many different types of census data. For ex- 
ample, retail sales of a particular type of 
store may show where the potential market 
for a particular product is located. Or the 
type of fuel used by homes in a given area 
may indicate the market for a type of house- 
hold equipment. A manufacturer of indus- 
trial products may find his yardstick of 
market potential in the production figures 
for certain types of industries that use the 
kinds of products he makes. All of these 
types of data are available in census reports. 


3. Analysis of Distribution 


A major factor influencing the competi- 
tive position of any company is the number 
and location of the outlets for its products. 
To establish sound distribution policies 
and determine where the company’s sales- 
men can spend their time most profitably, 
it is necessary to know the type, size, and 
location of all available potential outlets, 
territory by territory. A large company can 
obtain information of this type privately 
by making its own census, but the cost in- 


volved is tremendous, and it benefits only - 


one company in the economy. 

Data to serve this purpose are provided 
by the Census of Business, which reports 
separately for the Wholesale, Retail, and 
Service trades. These data are available 
even to the smallest companies which could 
not hope to obtain the information pri- 
vately because of the high cost involved. 


4. Layout of Sales Territories 


Effective use of a sales force involves care- 
ful planning of sales territories. Such plan- 
ning requires knowledge of the geographic 
distribution both of market potential for 
the product and of potential sales contacts, 
whether customers or trade outlets. 

As previously discussed, both of these 
basic types of information can often be de- 
veloped economically by a business firm 


through the use of readily available census 
data. 


5. Analysis of Sales Performance 


Effective control over expenditures for 
advertising and sales effort can best be 
achieved through systematic, periodic ap- 
praisal of the results achieved by such ex- 
penditures. Essentially, this involves mak- 
ing direct comparisons of actual sales with 
some predetermined goal (typically called 
“sales quotas” or “sales potential esti- 
mates’). The establishment of such goals, 
therefore, is a major sales management func- 
tion. Efficiency and economy in business op- 
eration depend on the accuracy of such 
standards against which to measure actual 
operations. 

In setting sales potentials, past company 
sales are usually an important factor. To 
prevent perpetuation of a poor performance 
situation, however, past company sales are 
usually modified by some estimate of mar- 
ket potential. The use of census data in es- 
tablishing market potentials has been pre- 
viously discussed. 


6. Location of Plants 


When a company builds a new plant one 
of the factors that is usually considered in 
determining location is the nearness to the 
potential markets it will serve. This factor 
is becoming increasingly important as trans- 
portation costs absorb a larger and larger 
share of the sales dollar. Other factors of 
equal importance to plant location, which 
are revealed in census data are availability 
of raw materials, availability of labor and 
earnings of the labor force. 

As previously discussed, census data pro- 
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vide a basis for the determination of market 
potentials for many types of products; there- 
fore, they are widely used in plant location 
studies. 


7. Location of Warehouses or Stores 


The location of warehouses or stores, at 
the proper geographic point, likewise in- 
volves careful analysis of many types of 
data that are readily obtainable only from 
census reports. 

For example, the extent and trend of 
shifts in urban area population to the sub- 
urbs of metropolitan centers must be an- 
alyzed by any department store before it 
reaches a decision as to where to locate a 
branch store. The income of the families 
in the area and the primary sources of such 
income (whether from agriculture, manu- 
factures, or business) are all-important in 
determining the desirability of a potential 
location and the type of merchandise to be 
carried, as well as finance and credit re- 
quirements. The required data for such 
analysis are all available in census reports 
and only in census reports. 


8. Determination of Samples in Marketing 
Research Studies 


When information about a particular 
marketing problem must be obtained from 
individuals or from business establishments 
on either a personal interview basis or by 
means of mail questionnaires, the cost of 
contacting all individuals or business estab- 
lishments (i.e., taking a complete census of 
their opinions) is usually too great to be jus- 
tified by the value of the resulting data. As 
a result, the use of sampling techniques in 
marketing research has developed. Such 
techniques not only provide accurate in- 
formation at reasonable cost, but more 
quickly than is possible using the complete 
census technique. 

A basic problem in using any sampling 
technique, however, is to select the correct 
number and types of respondents required 
to give a true cross-section of the entire 
“universe” involved, and to provide a basis 
for estimating the degree of accuracy of the 


| 


replies received. One of the critically im- 
portant uses of census data is in selecting 
samples for marketing research projects. 
The method whereby a truly reliable 
cross-section of any particular “universe” is 
actually selected is necessarily quite techni- 
cal in detail, although the basic idea and 
purpose are very simple. The whole idea of 
sampling is to select a small number of re- 
spondents out of a very large universe in 


such a way as to insure that the sample or — 


small group which is selected is an abso- 
lutely true miniature facsimile of the entire 
group being measured. Now, if the size and 
other characteristics of the universe itself 
are not known beforehand, it is quite im- 
possible to select a sample for the sole rea- 
son that there is no really rational basis for 
knowing just how to go about the job of 
selecting the sample itself. Sample selection 
is a precise job which can be performed only 
in the presence of adequate census data. 

Census data give an accurate and com- 
plete picture of the universe as of the year 
in which they are taken, but as they become 
older and conditions change, they become 
less valuable for the purpose of sampling. 
The universe changes rapidly in our dy- 
namic economy. ‘This is one of the reasons 
that marketing research practitioners, as a 
group, are so vitally interested in having 
census figures revised as frequently as pos- 
sible. Without relatively up-to-date census 
data as a basis for selecting samples, much 
of the marketing research work now being 
conducted by private research companies, 
and by the market research departments of 
manufacturers, would be much more costly 
and less accurate. 

Accuracy in sampling studies and accu- 
racy in all the marketing procedures out- 
lined above have a bearing on the accuracy 
of business decisions, and hence on the level 
of economic welfare. Accordingly, there is 
need of periodic censuses at not too infre- 
quent intervals to help attain accuracy. The 
need for accuracy becomes greater during 
times of economic stress. Hence periodic 
censuses provide business with a valuable 
anti-depression tool when it is most needed. 
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In addition to the above uses of census 
data which were most frequently indicated 
by respondents, there are many other uses 
of importance. Among these, the study of 
market opportunities when launching new 
businesses, new products or new services is 
worthy of note. In view of the significance 
to our economy of new enterprise and new 
products, the availability of dependable 
data to help managements appraise their 
opportunities and risks in launching new 
ventures is highly desirable. The censuses 
provide valuable data for such appraisals. 


IV. Finpincs REGARDING UsE oF CENSUS 
DATA BY BUSINESS FOR MARKETING 
PURPOSES 


A. Extent of Use 


Ninety-six per cent of respondents re- 
ported using census data for some market- 
ing purpose, as shown in Table 1. Every 
manufacturer of consumer goods reported 
using the data and g2 per cent of industrial 
goods manufacturers so reported. The other 
major business categories reported almost 
universal usage: retailers and wholesalers, 
99 per cent; marketing researchers and con- 
sultants, 98 per cent; advertising agencies, 
g8 per cent; and publishers, 98 per cent. 
Only among the educators reporting (dis- 
cussed later) and minor categories was the 
lack of use appreciable. 


The extent to which the several censuses 
are used by the respondents, classified as to 
type and size, is shown in Table 2. 

Evident at once is the fact that all types 
and sizes of the responding companies use 
data from the several censuses, but in vary- 
ing degree according to the needs of the 
companies as determined by products man- 
ufactured or character and extent of mar- 
keting operations. The rank of census pro- 
grams by use percentage is as follows: 


Per Cent 
Indicated 
Rank Census Use 
1 Population 88 
2 Manufactures 
3 Retail Trades 74 
4 Housing 64 
5 Wholesale Trades 61 
6 Service Trades 49 
7 Agriculture 48 
8 Transportation 30* 
9 Mineral Industries 29 
10 Government 21 


* Indicated use, if available. 


It is clear from this table that the Cen- 
suses of Population, Manufactures, and 
Business supply the data most generally ap- 
plicable to marketing uses. On the other 
hand, it is not only logical—but it was evi- 
dent from comments on the replies—that the 
censuses which are less used are still vital in 
problem solution to those whose markets 
are dealt with in these censuses. For in- 


TABLE 1 


NUMBER AND PER CENT OF RESPONDENTS UsiInG CENSUS DATA FOR SOME 
SPECIFIC MARKETING PuRPOSES—BY TYPE 


Reporting 
Reporting Use o Use 

Type of Company Number No. % No. % 
Manufacturer—Consumer Goods.................. 107 107 100 0 0 
Manufacturer—Industrial Goods.................. 92 85 92 7 8 
Manufacturer—Consumer and Industrial Goods. .... 116 115 99 1 1 
Market Researchers and Consultants............... 70 69 99 1 1 
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1Ses TABLE 2 
3 to PER CENT USE OF THE DIFFERENT CENSUSES BY TYPE AND SIZE oF COMPANY 
pes Composite Population Housing Agriculture Manufactures ‘ 
use . No. % % % 0 
an- Type of Company 
lar. Manufacturer—Consumer Goods........ 107 97 54 30 63 * 
Manufacturer—Industrial Goods......... 92 65 31 29 89 
Manufacturer—Consumer and Industrial 
q Retailer and Wholesaler................ 33 88 76 36 45 
7 Market Research and Consultants........ 70 97 91 80 
Cent Advertising Agencies................... 64 97 73 70 77 
e 44 75 59 55 64 
7o 10 80 30 20 60 
Gross Sales Volumes 
ee 157 94 67 52 83 
$25,000,000—$100,000,000.............. 138 88 — 43 74 ; 
$5,000,000—$25,000,000................ 125 86 58 37 74 
$1,000,000—$5,000,000................. 68 78 47 44 69 
71 94 82 61 80 
Don’t Know—No Answer............... 123 83 69 57 71 3 
en- 
ind 
ap- TABLE 2—Continued 
her PER CENT UsE OF THE DIFFERENT CENSUSES BY TYPE AND SI7E OF COMPANY | 
evi- 
the Business 
| in Retail Wholesale Service Mineral Trans- 
cets Trades Trades Trades Ind. Govt. portation 
in- . % % % % % % 
Total 74 61 49 29 21 30 
Type of Company 
ame Manufacturer—Consumer Goods........ 83 56 35 8 11 14 
“ ‘Manufacturer—Industrial Goods........ 46 49 33 34 16 26 
and Industrial 
ER 7 67 51 39 27 37 
%, Retailer i 79 27 24 12 12 18 
LM Market Research and Consultants....... 84 76 69 46 27 41 
0 Advertising Agencies................... 91 75 63 34 20 41 
8 77 57 47 13 15 20 
1 70 68 61 39 41 52 
3 71 61 58 31 26 32 
40 60 40 10 20 
: Gross Sales Volumes 
5 Over $100,000,000..................... 78 63 53 34 24 38 
5 $25,000 ,000—$100, een 72 54 42 29 17 25 ' 
0 $5, 000 ,000—$25,000, ani nein 74 54 41 20 16 18 
a $1, 000; ,000—$5, 000, A aE 63 50 35 13 10 21 
4% Under $1,000, 76 70 59 32 31 38 
node Don’t Know—No err eee 76 73 59 36 28 40 
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stance, respondents selling to federal, state, 
and local governments report use of data 
from Census of Governments as helpful 
although this census is not drawn on by 
the great majority. The Census of Mineral 
Industries is still used by a considerable 
group of companies selling to that industry 
although numerous criticisms were regis- 
tered as to the out-of-dateness of the figures. 

In brief, the extent of use of census data 
among business varies with the applicabil- 
ity of the data to the markets to which com- 
panies sell. Such applicability varies from 
almost unanimity in use of population 
census data to use by only a minority of 
companies for such censuses as Govern- 
ments and Mineral Industries. 

The figures at the bottom of Table 2 
show that size of company among these re- 
spondents had little effect upon use of 
census data for one or more of the catego- 
ries of marketing use. Small companies re- 
ported almost as much use as large com- 
panies. It is probable, however, that this 
generalization would not hold for business 
generally. The fact that this questionnaire 
went to members of the American Market- 
ing Association, who are attuned to hunt- 
ing and using factual information, has been 
commented upon. In a random sample 
there would probably be relatively less use 
of census data among small concerns in the 
operation of their businesses than is shown 
in this survey. 


B. Kinds of Marketing Purposes for Which 
Used 


Census data are used by a heavy majority 
of responding companies for the major mar- 
keting purposes indicated in the question- 
naire, as shown in Table 3. These major 
uses are described in Section III. 

It will be seen that go per cent use census 
data for analysis of market potentials. Three 
out of four companies use them for eco- 
nomic and sales forecasting and analysis 
of distribution, while two out of three re- 
ported using them for analysis of sales 
performance and layout of sales territo- 
ries. 


TABLE 3 


PER CENT OF ALL RESPONDENTS Usinc CENsus 
DaTA FOR INDICATED PuRPOSES—RANKED 


Per Cent Reporting 

Marketing Use of Census Data Use No Use 
Analysis of Market Potentials 90% 10% 
Economic or Sales Forecasting 78 22 
Analysis of Distribution 73 27 
Analysis of Sales Performance 67 33 
Layout of Sales Territories 65 35 

All Other Uses 42 58 


Almost half (42 per cent) reported using 
census data for “other” uses. Many uses 
were named, but a large share of the re- 
sponses for “other” fell into three catego- 
ries: (1) location of plants, (2) location of 
warehouses and stores, (3) determination of 
samples for market research studies. These 
uses have been described in Section III of 
this report. It should be recognized that the 
incidence for these three uses and for others 
that were mentioned by respondents would 
have been much higher had they been listed 
in the questionnaire merely to be checked. 

The extent of use made of each census 
for each purpose is clearly indicated in 
Table 4. It is noteworthy that some use is 
made of every census for each purpose. 
However, as was noted in previous discus- 
sion, there is considerable variation among 
the censuses in the extent of use. A measure 
of this variation on an over-all basis is pro- 
vided by the last column showing the aver- 
age number of uses reported per respond- 
ent. This shows that the Census of Popula- 
tion has the most uses (3.13) and that the 
Census of Governments has the fewest uses 


(-38). 


C. Comments on Uses by Types of Re- 
spondents 


The extensive use of census data and the 
high opinion of their value reported by 
marketing research organizations and con- 
sultants, publishers, advertising agencies, 
and educators calls for comment. 

The reason for the extensive use and high 
opinion of the censuses is quite clear in the 
case of marketing research organizations 
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TABLE 4 
Purposes FoR WuicH Census DaTa ARE Usep (PER CENT oF TOTAL RETURNS) 


Average 
Economic sis Analysis Layout of of No. 
or Sales kt. of Dis- Sales Sal 
Subject of Census Forecasting tribution Territories Other 
% % % 0 0 % 

Population 67 77 50 47 44 28 3.13 
Housing 35 50 24 19 20 20 1.68 
Agriculture 29 38 22 16 15 13 1.33 
Manufactures 50 62 35 30 35 23 2.35 
Business: 

Retail Trades 41 57 48 34 35 15 2.30 

Wholesale Trades 30 41 39 25 23 11 1.69 

Service Trades Lt 36 25 17 17 10 1.27 
Mineral Industries 18 20 10 8 7 6 .69 
Governments 14 9 4 3 3 5 38 
Transportation 16 18 15 9 8 9 75 


and consultants. These two groups are spe- 
cialists on marketing problems for clients. 
Their job is to gather and analyze facts and 
to provide recommendations as to the mar- 
keting procedures and policies to be fol- 
lowed by the businesses they serve. 

Generally they are sophisticated as to 
sources of data applicable to marketing 
problems and in knowledge of marketing 
methods, such as are found in the uses de- 
scribed in Section III. Accordingly, it is un- 
derstandable that their replies to the survey 
reflect such extensive use of the censuses and 
high regard for them. 

What has been said for marketing re- 
search companies and consultants is appli- 
cable in large degree to advertising agencies. 
The advertising agent, if he is to do a good 
job, must be fully acquainted with the mar- 
kets for the products he advertises. He is 
expected to apportion advertising expendi- 
ture in light of the needs and opportunities 
in markets. Hence he must know the poten- 
tials of markets. Moreover, many advertis- 
ing agents are to all intents and purposes 
consultants on marketing problems other 
than advertising. On their staffs they carry 
marketing research men and marketing 
counsellors. Accordingly, advertising agency 
replies in the survey typically reflected ex- 
tensive and high usefulness of census data. 

Many publishers have established exten- 
sive marketing research departments to de- 
termine marketing facts which may be of 
value in selling their space or time. In addi- 


tion, a number of magazines in the market- 
ing and advertising fields have come to sup- 
ply, as a service to their readers, extensive 
marketing data for such marketing uses as 
have been described in Section III. Hence 
the large use of census data and high opin- 
ion of them among publishers can be under- 
stood. 

While the only real subject at issue is the 
use of census data by business itself, univer- 
sities are users whose importance, we feel, 
ought to appear in this report, at least in 
some kind of perspective. Although this 
note on universities is a wholly collateral 
and quite unexpected by-product of the 
survey, the fact that the questionnaire was 
mailed to all members of the AMA is re- 
sponsible therefor. 


Universities have three major uses for census 
data: 


1. Furnishing marketing and other sta- 
tistical data to (a) many small business firms 
which cannot afford—or which may not have 
adequate know-how—to make their own 
analyses; and (b) numerous local groups 
who ask universities to make economic sur- 
veys of various communities in their region. 
These economic surveys deal with such sub- 
jects as basic human and natural resources, 
total income receipts by local areas, and 
operations of the local economy. The find- 
ings of these studies are often used in re- 
spect to location of new enterprises and in 
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respect to community development and 
planning—and these findings are frequently 
published and receive wide circulation. 
Work of this kind is carried on at many 
state-supported universities throughout the 
country. A good many of these state univer- 
sities conduct this work via their own bu- 
reaus of business research or via their 
teaching staffs. Such universities emphasize 
their urgent need for not only detailed data 
but more especially for having the data on 
a much more local basis than the Census 
Bureau has yet been able to make available. 


2. Instruction of Students: 


As the need for application of technical 
marketing knowledge has increased apace— 
especially at a highly accelerated rate since 
the war—the need for adequately trained 
marketing research technicians and other 
marketing specialists in both government 
and business has actually become acute. 

Quite often the very best source material 
for instruction is Census Bureau data. Uni- 
versities express to us, as feeling strongly, 
the need for the continuance of these data, 
which they consider vital. They also express 
the opinion that they would be handi- 
capped in their work—which is essentially 
the production of a quality product—with- 
out adequate census data. 


3. Use in Academic Research: 


Teachers, in producing monographs or 
books dealing with marketing subjects, re- 
ported making heavy use of census material. 
Such monographs and books play an im- 
portant part, not only in training future 
businessmen, but in providing an under- 
standing of an improvement in business 
practice. 


V. APPRAISAL OF VALUE OF CENSUS 
DATA BY RESPONDENTS 


A. General Attitudes towards Census Data 


In the previous sections of this report we 
have discussed, in greater detail, the specific 
findings of the survey as to uses of census 
material. The question now is: How he]pful 


is this material to these users? Table 5, fol- 
lowing, summarizes the degree of usefulness 
and value of census data as determined for 
all respondents, by company type and size, 
and by position of respondents who replied. 

Recognizing the bias that is inherent in 
the sample (as previously discussed in Sec- 
tion II of this report), there are, neverthe- 
less, a number of significant findings shown 
in Table 5. 

1. Eighty-three per cent of all respond- 
ents said the data were “very helpful” and 
an additional 13 per cent said the data were 
“moderately helpful.” Only 4 per cent 
thought census data were of “little” or “no 
help” to their organizations. This repre- 
sents an overwhelming vote of confidence 
in the value of census data. 

2. Regardless of the type of company or 
activity, the value of census data was highly 
rated. While some variation in emphasis is 
noticeable, the vote was consistently high 
for all types. The somewhat lower per- 
centage of “very helpful” answers in the 
case of manufacturers of industrial goods 
can perhaps be attributed to (a) the present 
lack of sufficient industrial details in census 
material, and (b) a lower stage of market 
research development for many of these 
companies in relation to other types of or- 
ganizations. Notwithstanding this fact, only 
7 per cent of strictly industrial manufac- 
turers found the census of little or no value. 

3. All sizes of companies rated the census 
highly and these ratings are surprisingly 
consistent. One of the most significant find- 
ings is the fact that relatively small busi- 
nesses (those having sales of less than 
$1,000,000) reported the highest percentage 
for “very helpful.” Thus, it is not only the 
large concern but the smaller one as well 
which would be severely penalized without 
census information. 

4. As might have been expected, those 
engaged in research activities were most 
outspoken in assigning a high value to cen- 
sus material. It is also significant, however, 
to note how many executives also appre- 
ciate what the census has to offer in terms. 
of its contribution to their own responsi- 
bilities. 
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TABLE 5 
VALUE oF CENsus Data (PER CENT OF RESPONDENTS WHO REPLIED) 


Very Moderately _ Little No No 
Helpful Useful Use Use Answer 

Total—All 83% 13% 3% 1% 
Type of Company 
Manufacturer—Consumer Goods................ 83 14 3 an se 
Manufacturer—Industrial Goods................ 70 23 5 2 ene 
Manufacturer—Consumer and Industrial......... 79 16 4 1 a 
79 15 3 3 das 
Market Research—Consultants................. 93 2 4 1 << 
in 75 17 5 3 om 
Gross Sales 
79 18 3 
$5,000,000 80 15 3 2 
$1,000,000—$5,00° 000. 76 18 3 3 
85 7 7 1 
Don’t Know—No Answer. 87 8 2 3 
Position of Respondent 
79 11 5 5 
Research 85 12 3 * 
Education and 88 9 3 an 


*Less than 1%. 


The question as to whether business and 
education feel census data to be very help- 
ful cannot be in doubt when there is such 
complete unanimity of feeling on this sub- 
ject by all the diverse areas of activity rep- 
resented in this survey. 


B. Generalization as to Attitudes on Value 
of the Census 


’ As a basis for evaluating the replies to 
the initial question as to value, each re- 
spondent was asked to explain the reason 
for his answer. A summary of these replies 
indicates that census data are highly re- 
garded because of their: 


1. Essentiality 

No other available data provide a basis 
for maintaining the accuracy of marketing 
research methods that involve the use of 
sampling techniques. Accurate benchmark 
figures, which only the census can supply, 


are necessary for this purpose. Moreover, 
no individual organization could begin to 
pay for such figures even if it had the 


power of subpoena necessary to obtain 
them. 


2. Comprehensiveness 


No other source of data provides detailed 
figures for small areas needed for many mar- 
keting purposes and for all types of enter- 
prises. No other source of data even pre- 
tends to such comprehensiveness. 


3. Reliability 

The method of collecting and analyzing 
census data eliminates any element of bias, 
and the resulting figures are considered es- 
sentially accurate by users even though still 
subject to improvement as refined census 
techniques are developed. 


4. Continuity and Comparability 
The consistency of methods used in col- 
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lecting and reporting census data, and their 
periodic publication, makes the figures ex- 
tremely valuable in disclosing long-term 
trends. Furthermore, their consistency per- 
mits comparable measurements of markets 
in a fast-moving and fast-changing economy. 


5- Availability 


The census data are available to all users 
alike, whether large or small. Secrecy, 
which limits the distribution of many fig- 
ures prepared by private sources, does not 
apply to census data. This fact helps to en- 
courage a wider dissemination of knowl- 
edge regarding basic marketing facts and to 
make such material available to new, as well 
as old, businesses. 

A few typical comments taken from re- 
spondent questionnaires will serve to illus- 
trate these points and are reproduced be- 
low: 


“If the census data were not available, other 
less comprehensive data would have to be 
used.” 

“Census material presently available pro- 
vides basic data available from no other 
source.” 

“The field of industrial marketing research 
is lacking in statistics and in many cases 
the only data available are from the cen- 
sus.” 

“Because every business establishment of 
whatever trade class or size is a possible 
user of one or more of our products, and 
since consumption varies by class and size, 
complete data on these points, by county 
and state, are essential in our planning. 


“Census data form another statistical link 
with other market data sources in plan- 
ning our present and future operations. 


difficult and probably subject to more 
errors.” 

“The census data are indispensable. . . . 
“Both as a direct source and as a standard 
by which to judge our own surveys, cen- 
sus data are an integral part of our work.” 
“The census data are useful in every study 
we make. In some cases they are vital 


Without this link the job would be more . 


since they are often the only data avail- 
able.” 

“The census provides invaluable data, not 
otherwise available.” 


VI. EvIDENCE AND OPINION AS TO 
EsSENTIALITY OF CENSUS VS. 
OTHER METHODS 


The survey throws considerable light on 
two very important questions, namely: 


A. Would not sampling studies, such as 
were provided at the last session of Con- 
gress, suffice for all reasonable uses? 

B. Could not business gather the data 
which would be adequate for its own 
use? 


An analysis of uses indicated shows that 
periodic censuses are needed, and are the 
only means, for a satisfactory fulfillment of 
the numerous marketing purposes revealed 
in this survey. 


A. Sampling as a Substitute for Censuses 


1. Sampling has definite limitations as com- 
pared to census data. 


Those who employ sampling procedures 
need complete periodic information 
about the character and size of the “uni- 
verse” which the sample represents in 
order to make accurate studies and pro- 
jections therefrom. Periodic benchmarks 
are needed in a dynamic economy if we 
are to know what the actual facts of the 
economy are and thereby correct errors 
that lie in sample studies. 

The possibility of a substantial margin 
of error is inherent in any sampling proc- 
ess. The further we get from established 
benchmarks, the greater is the uncer- 
tainty as to the error in our sample. Con- 
tinuous use of samples in lieu of periodic 
censuses against which to check them, 
therefort, could result in compounding 
errors on which costly business decisions 
might be based. Sampling, then, has 
definite limitations which are not found 
in census material. 
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l- P 2. Sampling does not meet the needs re- cific markets and selling methods for a 
vealed in the survey. its products. The use of sampling, re 
| a. As to economic or sales forecasting. large geographic 
which at best is subject to a high de- : . a sales territory pattern which & 
gree of error. For this reason, if no meet their individual 
other, companies that are making 
” manpower need as complete informa- oe oe properly adapted to its own. | 
tion as possible about markets and lysi 
n- be provided by sampling techniques 
dian market potential for specific sales ter- 
ta . As to analysis of market potentials. 
tional level, gives estimates only for 
at the necessary detailed facts needed for th 
ne many smaller geographic units. Facts | owed 
of about those latter markets are needed ithi 
determine the proper placement of segments of the 
ed thus sampled. Census material on the 
promotional and selling activities hand cous 
which will yield the greatest return hon. Shane li id k 
at the lowest cost to customers. Sam- 
against—not for—the desirable objec- 
pling cannot give the answer; census 
of detailed information on small geo- 2 
aphic units, which national sam- 
a distinct handicap on many small — 
of businesses whose markets are neces- plies Bae other marketing probleme— > 
in sarily limited geographically. location of plants, warehouses and 
. As to analysis of distribution. A knowl- stores, etc. When seeking the answer 
i edge of the number, sales volume, to these problems, it is necessary to 
be location, and classes of distribution know, in detail, the facts about popu- 
a outlets is of vital importance as a lation, sales, industries, types of out- 
means of determining a company’s dis- lets, and other data. Sampling cannot 
in tribution policy. Large scale sampling provide this detail; the census does. 
would he Sor Sampling, therefore, is not the answer to 
ed the needs for the various marketing uses of 
=I which anight be at wide variance ws census data. Only the census can provide : 
n- — plus the assurance that correct decisions 
lic accurate count upon which sound dis- —., be based on co mplete and correct facts. 
m, tribution policies could be based. 
n Sampling would not. 
= d. As to layout of sales territories. Every B. papa er ma of Data as a Substi- | 
as business concern has the problem of ute for Censuses " 
nd developing its own sales territorial The question of whether business could 


alignment, tailored to meet the spe- 


take its own census for the purpose of sup- 
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plying needed information was not specifi- 
cally covered in the survey. Certain points 
can be stressed, however, which will serve 
to bring home the fact that the character of 
the data found to be most useful could only 
be made available if collected under Gov- 
ernment auspices. 

1. Intimate detailed data found in the 
census would, in general, be given only to a 
governmental agency having the power of 
compulsion and a record for respecting con- 
fidences. The difficulties now encountered 
by many trade associations in obtaining 
even the most cursory marketing data from 
their own members, with common prob- 
lems, is a typical case in point. It is be- 
lieved that any attempt by business to con- 
duct a census of any type would shortly 
become bogged down in a mire of resistance 
and non-cooperation. Moreover, business- 
men hesitate to collaborate in gathering 
data from business organizations for fear of 
violating federal laws governing competi- 
tion. 

2. The costs of attempting to get data 
comparable to what is now furnished by the 
census would be both prohibitive and far 
beyond the ability of any business, indus- 
try, or association to underwrite. This fact 
is so obvious that no further discussion of 
the point is necessary. 

g. The census can obtain information, 
simultaneously, on a wide variety of subject 
matter. If business were to attempt the same 
thing, there would be wasteful duplication 
of efforts, unreasonable demands on time, 
countless irritations for those contacted, and 
probably resultant data which are far less 
complete than those provided by the census. 
4. Information thus gathered would not 
be generally available to all business as the 
census data are now. Consequently, some 


be placed at a competitive disadvantage. 
The census, as now conducted, avoids such 
possible discrimination. 

5. It may be pointed out that business 
now gathers, at its own expense, a tre- 
mendous amount of data to attain greater 
efficiency in the conduct of marketing. For 
instance, current figures of sales, inventory, 


businesses (perhaps the smaller ones) would . 


and other operating data at the retail level 
such as are gathered by the A. C. Nielsen 
Company and the Market Research Cor- 
poration, or the continuing record of pur- 
chases of consumers conducted by several 
organizations, have come to play a signifi- 
cant part in American business. Again, 
businesses and associations are continuously 
going into the field to secure needed market 
information. But it should be recognized 
that many of these projects are merely 
sampling studies. Their accuracy and value 
are determined largely by the information 
which the censuses have come to provide. 
Their operation on a satisfactory basis de- 
pends on the continuing periodic collection 
of census data. 

6. Finally, the lack of general availability 
of data gathered by business would impose 
restrictions on the growth and spread of 
marketing based on factual analysis. 


VII. RECOMMENDATIONS OF RESPONDENTS 
AS TO FREQUENCY OF CENSUSES 


The survey also contained a question 
which sought to develop opinions from 
respondents as to how frequently the vari- 
ous censuses should be taken. The recom- 
mended frequency for the different census 
programs follows very closely the actual 
programs developed in recent years. Table 
6, below, summarizes the replies of all re- 
spondents by census subject. 

A study of this table points up several 
significant facts. 

1. A majority of respondents feel that the 
Censuses of Population and Housing should 
be taken every 10 years. It is significant, 
however, that almost one-third expressed 
themselves as favoring a five-year census or 
oftener on these two important subjects. 
The number who felt they should be dis- 
continued entirely was negligible. 

2. Almost half of the respondents favored 
a five-year frequency for the Census of Agri- 
culture, with about one-third being satis- 
fied by a decennial census. Possibly this 
attitude was influenced by the present pro- 
gram. In this instance, too, only a small 
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TABLE 6 


PER CENT OF RECOMMENDED FREQUENCY FOR Eacu CENSUS 
(By Subject of Census) 


Elimi- Every Every Every Every Don't Don't 


Subject of Census nate 10 yrs. 5 yrs. 3 yrs. Year Know Use 
cond 8 34 47 4 2 4 1% 
sc \ennprncedecanenkte 3 10 47 27 11 1 1 
Business: 
3 57 22 9 1 1 
eS ae 6 56 19 7 2 1 
8 12 55 16 6 2 1 
Mineral Industries................ 18 26 41 6 3 4 2 
23 25 38 4 2 5 3 
16 18 47 9 3 4 3 


* Less than 1%. 


percentage favored its complete elimina- 
tion, while a few wanted an increase in fre- 
quency. 

g. In the case of the Census of Manu- 
factures and the three business censuses 
there was a strong desire for these data on 
a frequency basis of five years or oftener, 
with a large number being of the opinion 
that these censuses should be taken every 
three years. This is perhaps prima facie 
evidence that data relating to actual busi- 
ness operation should be as up-to-date as 
possible. Here again, relatively few of the 
respondents believed these censuses should 
be eliminated entirely. 

4. The Censuses of Mineral Industries, 
Governments, and Transportation held the 
least interest for members of the Associa- 
tion, with 18, 23, and 16 per cent, respec- 
tively, recommending their elimination. Of 
the users who did find value in this ma- 
terial, their comments indicated a strong 
preference for the material every five years. 

In terms of respondent position, the pref- 
erence for frequency was reasonably con- 
sistent for the Population and Housing 
Censuses. For the Censuses of Manufactures 
and Business, company officials indicated a 
preference for greater frequency than did 
other types of respondents. 


VIII. SuccesTions OF RESPONDENTS AS TO 
CHANGES IN PRESENT CENSUSES 
Respondents to the questionnaire were 
given an opportunity to express their view- 


points with respect to possible changes in 
present censuses. This was provided in the 
form of an “open end” question which the 
limitations of time and the complexities of 
the answers did not permit us to tabulate 
quantitatively or in detail. A majority of 
the respondents, however, did take the time 
and trouble to comment on this phase of 
the survey and a general appraisal of their 
answers is outlined below. 


1. There was no general demand for dras- 
tic changes in present censuses. 


While most of those who replied felt 
there was considerable ground for improve- 
ment, their recommendations were largely 
confined to refinements in (a) scope of cov- 
erage, (b) timing, (c) methods, and (d) re- 
porting of data. 


2. Suggestions for change largely varied 
with the interests of respondents. 


For instance, some wanted considerably 
more detail in those areas which were of 
greatest immediate interest to them. Others 
believed less information was necessary in 
those areas where census material was not 
applicable, or was little used, in connection 
with their particular problems. 


3. A considerable degree of interest was ex- 
pressed in obtaining: 


a. greater census frequency, and 
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b. speedier census reporting. 


The question of census frequency has 
been dealt with in an earlier section of this 
study but the desirability of accelerating 
census reporting was mentioned so often 
that its importance cannot be ignored. 
Many respondents felt that delays in bring- 
ing out census material often resulted in a 
reduction of its usefulness. 


Apart from the foregoing generalizations, 
it is the feeling of our committee that little 
value would be gained here from a more 
complete documentation of the many sug- 
gestions offered. Comments often ran to 


great length and frequently raised questions 
as to technicalities and feasibility which can 
only be resolved after a more thorough 
study by those completely familiar with cen- 
sus operation. Such suggestions would have 
meaning only if those considering changes 
in Government statistics were to regard 
them as a starting point for proposed revi- 
sions. The committee will be glad to make 
these questionnaires and accompanying 
comments available to the Committee for 
Intensive Review of the Census for purposes 
of a more detailed study along these lines, 
if so desired. 
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APPENDIX A 
TABLE A 
DISTRIBUTION OF SURVEY RETURNS BY MARKET SECTIONS 
Survey Returns Survey Returns 


Number Per Cent 


Number Per Cent 


Total 


Type of Company 
All Manufacturing 
Mfgr.—Consumer Goods 
Mfgr.—Industria: Goods 
Mfgr.—Consumer & Indus- 
trial Goods 


Retailer—-Wholesaler 

Market Research—Consultants 
Advertising Agencies 

Publishers 

Education 

All Others 

Unknown 


Gross Sales Volume 


Over $100,000,000 
$25,000,000—$100,000,000 
$5,000,000—$25,000,000 
$1,000,000—$5,000,000 
Under $1,000,000 
Unknown 


Company versus Division Reports 
Company Report 


Division Report 
Unknown 


Position of Respondent 
Officer of Company 
(Pres.—V.P.—Sec.—etc.) 
Research Department 
(Director—Mgr.—Analyst— 
etc.) 
Managers 
(General—Business—etc.) 
Sales Executives 
Mgr.—Analyst—Promo- 
tion—etc.) 
Accounting Executives 
(Treasurer—Comptroller— 
etc.) 
Staff Officers 
(Economist—Planning—etc.) 
Advertising Executives 
etc. 


682 100% 


31s 46 
107 16 
92 13 
116 17 
33 5 
70 10 
64 10 
61 9 
44 7 
85 13 
10 
157 28 
138 25 
125 22 
68 12 
71 13 
123 
462 70 
199 30 
21 _ 
98 ~=615 
362 54 
43 6 
45 7 
4 1 
27 
21 3 


Position of Respondent—continued 
Publishers 

(Editors—Publishers—etc.) 13 2 
Consultants 

(Mgt.—Business—Economic 

—etc.) 11 2 

Educational 

(Professor—Dean—etc.) 44 6 
Unknown 14 
States 
Alabama 1 — 
Arizona 5 1 
Arkansas 1 —_— 
California 41 6 
Colorado 3 — 
Connecticut 19 3 
Delaware 10 2 
District of Columbia 12 2 
Florida 6 1 
Georgia 3 —_— 
Illinois 78 11 
Indiana 10 2 
lowa 9 1 
Kansas 3 — 
Kentucky 6 1 
Louisiana 3 a 
Maryland 5 1 
Massachusetts 26 4 
Michigan 32 5 
Minnesota 17 3 
Mississippi 1 
Missouri 28 4 
Nebraska 1 
New Jersey 16 2 
New York 162 24 
North Carolina 1 — 
Ohio 74 11 
Oklahoma 1 — 
Pennsylvania 59 9 
Rhode Island 1 — 
South Carolina 1 — 
Tennessee 1 
Texas 11 2 
Utah 1 
Vermont 1 
Virginia 4 1 
Washington 6 1 
West Virginia 2 — 
Wisconsin 19 3 
Unknown 2 
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TABLE B 


NUMBER AND PER CENT OF RESPONDENTS UsinG CENsus DaTA FOR SOME 
SPECIFIC MARKETING PurPposEs—By Type 


Reporting 
Reporting Use o Use 
Type of Company Number No. % No. % 
Manufacturer—Consumer Goods.................. 107 107 100 . 0 0 
Manufacturer—Industrial Goods. ................. 92 85 92 7 
Manufacturer—Consumer and Industrial Goods. .... 116 115 99 1 1 
Pr re 33 32 97 1 3 
Market Research and Consultants................. 70 69 99 1 1 
TABLE C 


NUMBER AND PER CENT OF RESPONDENTS UsING CENSUS DATA FOR 
INDICATED PURPOSES—ALL RETURNS 


Marketing Use of Census 


Using Census Data Not Using Census Data 


Data Indicated No. % No. % 
Analysis of Market Potentials. .................ceeceees 616 90% 66 10% 
Economic or Sales Forecasting. 534 78 148 22 
497 73 185 27 
Analysis of Sales Performance... 455 67 227 33 
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TABLE D 
PER CENT USE OF THE DIFFERENT CENSUSES BY TYPE AND SIZE OF COMPANY | 
Compos- Popula- Agricul- Manufac- | 
— ite tion Housing ture tures ° 
ing 
se No. No. % No. % No. % No. % | 
% Total 682 597 88 434 64 330 515 _76 
0 Type of Company 
8 Manufacturer—Consumer Goods 107 104 97 58 54 32 30 68 63 
1 Manufacturer—Industrial Goods 92 60 65 29 31 27 29 82 89 
3 Manufacturer—Consumer and 
1 Industrial Goods 116 106 91 74 64 62 53 104 90 
2 Retailer and Wholesaler 33 29 88 25 76 12 36 15 45 : 
2 Market Research and Consultants 70 68 97 64 91 56 80 62 89 i 
5 Advertising Agencies 64 62 97 47 73 45 70 49 77 
5 Publishers 61 51 84 45 74 23 38 38 62 
10 Education 44 33 75 26 59 24 55 28 64 
— All Others 85 76 89 63 74 47 55 63 74 
4% Unknown 10 8 80 3 30 2 20 6 60 
eat Gross Sales Volume 
Over $100,000,000 157 147 94 105 67 82 52 130 83 
$25,000,000—$100,000,000 138 121 88 81 59 59 43 102 74 i 
$5,000,000—$25,000,000 125 107 86 73 58 46 37 92 74 
$1,000,000—$5,000,000 68 53 78 32 47 30 44 47 69 
Under $1,000,000 71 67 94 58 82 43 61 57 80 
Don’t Know—No Answer 123 102 83 85 69 70 57 87 71 
TaBLE D—Continued 
Per CENT UsE OF THE DIFFERENT CENSUSES BY TYPE AND SIZE OF COMPANY il 
Business 
Retail Wholesale Service Mineral Trans- 
Trades Trades Trades Ind. Govt. portation 
ond No. % No % No % No % No. % No. %G 
a Total 505 74 416 G1 331 49 195 29 144 21 207 30 
Type of Company 
Manufacturer— 
Consumer Goods 89 883 60 56 37.0 35 9 8 12 ii 15 14 
Manufacturer— 
Industrial Goods 42 46 45 49 300 33 31 34 15 16 24 26 
Manufacturer—Consumer 
and Industrial Goods 89 77 78 67 59 51 45 39 32 «27 43 37 
casi Retailer and Wholesaler 26 679 9 27 8 24 4 12 4 12 6 18 
Market Research and 
Consultants 59 53 76 48 69 32 46 19 27 29 «41 
Advertising Agencies 58 91 48 75 40 63 22 34 13 20 26 «(41 
Publishers 47 77 35 57 29 47 8 13 
Education 31 70 30 61 17 39 18 41 33° 
All Others 60 71 52 61 49 58 26 «31 22 26 
Unknown 4 40 6 60 4 40 1 10 oo — a°- 
Gross Sales Volume 
Over $100,000,000 122 78 99 63 83 8653 54 34 38 8624 60 38 
$25,000,000 —$100,000,000 99 72 75 54 58 42 40 29 23 34 «25 
$5,000,000—$25,000,000, 93 74 68 54 51 41 20 16 23 «18 
$1,000,000—$5,000,000 43 63 34 50 24 35 9 13 7 10 14 21 5 
Under $1,000,000 54 76 50 70 42 59 
Don’t Know—No Answer 94 76 90 73 73 059 44 36 34 28 49 40 
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TABLE E 


PuRPOSEsS FOR WaicH Census Data ARE UsED (PER CENT OF TOTAL RETURNS) 


Analysis 
Economic Analysis Analysis Layout of of Sales 
: or Sales of Mkt. of Dis- Sales Perform- 
Subject of Census Forecasting Potentéals tribution Territories ance Other 
No % No % No. % No % No. % No. % 
Population 459 67 525 77 338 50 319 47 301 44 188 =. 28 
Housing 242 35 339 50 163 24 127 19 139 20 137-20 
Agriculture 200 29 260 38 151 22 112 16 101 15 88 13 
anufactures 338 50 420 62 237 35 206 30 236 35 156 =. 23 
Business: 
Retail Trades 278 41 388 57 329 48 229 34 236 35 104 15 
Wholesale Trades 203 30 281 41 268 39 167 25 158 23 77 11 
Service Trades 164 24 245 36 173 25 116 17 115 17 69 10 
Mineral Industries 123 18 135 20 66 10 54 8 51 7 43 6 
Governments 92 14 63 9 29 4 21 3 22 3 32 5 
Transportation 112 = 16 124 18 99 15 60 9 55 8 58 9 
TABLE F 
VALUE oF CENsuUsS DaTA 
Moder- 
Very ately Little No No 
Composite Helpful Useful Use Use Answer 
No % No. % No % No GW No. % No %G 
Total 682. 100 560 83 9 13 2 3 9 1 3 = 
Type of Company 
Mfgr.—Consumer Goods 107 100 89 83 15 14 
Mfgr.—Industrial Goods 92 100 70 5 5 2 2 
Mfgr.—Consumer & Industrial 116 100 91 78 18 16 4 3 1 1 ss = 
Retailer—Wholesaler 33 100 26 79 15 1 3 1 - = 
Market Research—Consultant 70 100 65 93 1 1 3 64 1 iie-_-- 
Publishers 61 100 58 95 3 5 - - 
Education 44 100 40 91 3 7 _-_ — 1 2 _-_ - 
All Others 85 100 64 75 14 16 4 5 2 2 i-— 
Unknown 1i0 — 7 z2- = i— 
Gross Sales 
Over $100,000,000 157 100 132 84 20 3 
$25,000,000—$100,000,000 138 100 109 79 24 17 4 3 _-_ i- 
$5,000,000—$25,000,000 125 100 100- 80 19 15 3 2 2 2 i=} 
$1,000,000—$5,000,000 68 100 52 7 12 18 2 3 23 — — 
Under $1,000,000 71 100 60 84 7 5 7 1 
Don’t Know—No Answer 123 100 107 87 10 2 2 
Position of Respondent 
Officer of Company 98 100 77. 11 il 5 5 5 5 
Research Department 362 100 308 85 42 12 9 2 1 2 
Remaining 164 100 124 76 32 20 6 4 1 1 ie—= 
Education and Unknown 58 100 51 88 5 9 _-_ — 2 3 —_— = 


* Less than 1%. 
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TABLE G 


RECOMMENDED FREQUENCY FOR Eacu CENSUS 
(By Subject of Census) 


Com- No Elimi- Every Every Every Every Don't Don't 
posite Answer Base nate 10 Yrs. 5 Yrs. 3 Yrs. Year Know Use 
Subject of Census No. No. No. % No. % No. % No. % No. % No. % No. % No. G 
Population 682 45 637 100 1 * 434 68 169 27 21 4 8 1 : = a 
Housing 682 99 583 100 31 S 325 S56 181 31 8 1 9 2 
Agriculture 682 164 518 100 45 8 175 34 241 47 23 2 19 4 S 2 4 
Manufactures 682 71 611 100 62 10 291 47 163 27 65 Ii 8 1 
Business: 
Retail Trades 682 79 603 100 20 3 46 7 343 57 131 22 52 9 S 3 $ 13 
Wholesale Trades 682 114 568 100 33 6 52 9 321 56 107 19 41 7 a my 
Service Trades 682 141 541 100 43 8 62 12 297 55 > & 6 & SB 6 1 ‘ 
Mineral Industries 682 175 507 100 88 18 134 26 205 41 32 663 20 64 1 32 
Governments 682 200 482 100 112 23 122 25 184 38 17 4 
Transportation 682 189 493 100 79 16 92 18 47 “a 9133838328 4 & 38 
* Lessthan 1%. 
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TABLE H 


RECOMMENDED FREQUENCY FOR Eacu CENSUS 
(By Position of Respondent) 


Com- No Elimi- Every Every Every Every Don't Don't 
posite Answer Base nate 10 Yrs. 5 Yrs. 3 Yrs. Yr. Know Use 
No. No. No. % No. % No. % No. G No. % No. % No. % No. % 
Population 
Officer of Co. 6 92 100 1 1 27 +30 3 $-_—- — 1 i—-—_— 
Research Dept. 362 21 341 100 — — 240 71 85 25 8 2 72—-_— 1 * 
Remaining 164 1 149 100 — — 98 66 41 27 7 5 1 1 y 3 1 * 
Education & Unknown 58 55 10 — — 36 66 16 29 3 -- — 
Housing 
Officer of Co. 98 11 87 100 7 47 54 26 30 5 6 2 3 1 i—-— 
Research Dept. 362 47 315 100 16 5 180 57 93 30 15 5 41—— 2: 
Remaining 164 38 126 100 5 72 57 38 30 4 2 3 
Education & Unknown 58 55 100 5 26 47 24 44 24-+--+- —-=—- —--— 
Agriculture 
Officer of Co. 98 20 78 100 12 15 38 28 36 5 —-— 2 8 2 2 
Research Dept. 362 93 269 100 24 9 95 35 121 45 13 5 2 8 2 1 12 4 
Remaining 164 43 121 100 7 6 37 63 61 50 4 3 5 4 s fs 4 
Education & Unknown 58 8 50 100 2 4 13 26 31 62 4 24-+-—>- —— 
Manufactures 
Officer of Co. 98 11 87 100 5 6 16 18 31 36 27 9 10 2 23 es 
Research Dept. 362 31 331 100 3 29 9 158 48 94 28 35 10 
Remaining 164 24 140 100 1 1 12 9 70 50 37 2 1 11 1 1 3 2 
Education & Unknown 58 53 100 2 4 5 9 32 60 > 10° —- —- — — 
RetailTrades 
Officer of Co. 98 10 88 100 7 8 8 39 26 «430 6 #7 2 32 s. 
Research Dept. 362 34 328 100 6 2 24 7 196 69 21 28 #9 1 * 4 1 
Remaining 164 30 134 100 6 4 81 61 2 16.11 8 1 1 
Education & Unknown 58 5 53 100 1 2 6 27 «S51 14 26 7 13 i1i2z2—-—-—+ 
Wholesale Trades 
Officer of Co. 98 15 83 100 10 12 11 13 33 40 22 «27 4 5 3 62 gs g 
Research Dept. 362 58 304 100 16 5 24 180 59 56 19 23 8 1 * 4 1 
Remaining 164 128 100 5 14 11 62 15 12 8 6 1 1 4 3 
Education & Unknown 58 53 100 1 2 3.6 28 53 14 26 6 ii 12—_—_——S— 
Service Trades 
Officer of Co. 98 18 80 100 11 14 12 15 33 «41 18 23 4 2 2 1 1 
Research Dept. 362 72 290 100 21 7 30 10 168 58 43 15 19 7 2 1 > 2 
Remaining 164 45 119 100 8 7 17 14 68 57 13 11 8 7 1 1 4 3 
Education & Unknown 52 100 366 6 28 54 12 23 5 9 12—-—-— 
Mineral Industries 
Officer of Co. 98 21 77 100 - = 19 25 27 «35 5 4 5 2 3 4 § 
Research Dept. 362 91 271 100 52 19 76 28 101 38 19 7 $ 2 6 2 12 4 
Remaining 164 55 109 100 15 14 29 26 44 5 4 4 3.6C«3 4 
Education & Unknown 58 8 50 100 4 10 20 29 58 3 6 3.6 1i2—_—_-_+— 
Governments 
Officer of Co. 98 28 70 100 18 26 16 23 44 131-—->— 23 4 6 
Research Dept. 362 104 258 100 67 26 67 26 35 9 3 s 4 7 2 &.@ 
Remaining 164 59 10S 100 20 19 26 25 43 41 4 4 3 83 4 4 4 
Education & Unknown 58 9 49 100 7 #15 13 26 22 45 3.66 3 6 12z2—-_+— 
Transportation 
Officer of Co. 98 24 74 100 3 687 16 22 1 42 9 12 1 1 2 3 2 3 
Research Dept. 362 100 262 100 48 18 47 1 122 47 21 8 4 1 > 2 & & 
Remaining 164 57 107 100 16 15 16 15 1 47 $ § $ § 5 
Education & Unknown 58 8 50 100 2 13 26 26 52 


* Lessthan 1%. 
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APPENDIX C 


AMERICAN MARKETING ASSOCIATION 


WILLIAM C. GORDON JR., EXECUTIVE DIRECTOR 
1525 EAST 53rp STREET, CHICAGO 15, ILLINOIS 


October 15, 1953 


Dear Member: 


This is an important and urgent request that you 
provide the information relative to your Company's use 
of Census data called for on the attached schedule. 
Your aid will further your association's efforts to 
secure a sound Census program essential to efficiently 
managed marketing. 


From recent articles in the Bulletin of the 
American Marketing Association you are aware of the 
concern of your officers because funds were not appro- 
priated for the scheduled 1953 Quinquennial Censuses of 
Manufactures and Distribution. These articles outlined 
the desirability of your Association's undertaking an 
objective study of the uses of Census data by busi- 
nesses which might help business managements and those 
in government to appraise the worth of Census data. 


Recently Secretary Weeks appointed an Intensive 
Review Committee on the Census, and has charged it with 
responsibility for recommending a Census program that 
will be of optimum value to the whole economy. Upon 
learning of the appointment of this committee, I offered 
the cooperation of the American Marketing Association 
in its work. 


The Committee has accepted this offer and has 
stated that our Association can make a real contribu- 
tion if it will undertake a rapid survey of the market- 
ing uses of Census materials by business, and secure 
sritisises and suggestions of marketing people regard- 
ing Census data. We have accepted this responsibility. 


Extreme time limitations force us to use the re- 
stricted approach of a mail questionnaire directed to 
our members only. Secretary Weeks' Committee'is to 
report to him on December 15 and has asked for our re- 
port by November 15 at the latest. Accordingly, your 
questionnaire should be in our hands by October 31. 


In providing the information requested, please 
note the following directions: 


AN ASSOCIATION FOR THE ADVANCEMENT OF SCIENCE IN MARKETING 


_| 
don't Me 
Use 
PRESIDENT 
NEIL H. BORDEN 
Harverd University 
SECRETARY. 
IRA _D. ANDERSON 
VICE-PRESIDENTS 
ALLEN K. GAETJENS 
General Electric Company 
LAWRENCE C, LOCKLEY 
University of Southern Californie 
DONALD E. MEGATHLIN 
Kendall Mills 
| 
CHARLES W. SMITH 
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a. 


1. The company may be using reports of one kind or an- 
other which make use of Census data; for instance, market data or 
sales forecasts supplied by management consultants, merket re- 
search organizations, advertising agencies, or advertising media. 
If you use any such reports and know that they employ Census data, 
we ask that you report these secondary sources as use of Census 
data in the appropriate columns of the attached schedule. 


2. Because the space for comment on the form is so 
limited, we will welcome elaboration on any use indicated, or on 
criticisms or suggestions, in memoranda which you can attach to 
the form. We need full understanding of specific marketing uses 
of Census data. Examples of reports using Census data will be 
helpful. 


3. This survey seeks your use and your appraisal of the 
decennial and quinquennial censuses established by law ‘and does 
not deal specifically with various monthly, quarterly or annual 
reports based on sample studies put out by the Census Bureau, such 
as Industry Reports, Business Reports, Foreign Trade Reports, Cur- 
rent Population Surveys and Special Surveys of Population, Housing 
and other subjects. 


4, Because the Association's membership mailing lists 
cannot easily be resorted for this special need, and because we 
want widespread attention to and interest in this request, we are 
sending this letter and questionnaire to all A. M. A. members. 
Accordingly, many businesses will receive several requests and a 
number of members who have no direct business connections will find 
the survey only of general interest. Whenever a business has divi- 
sions with decentralized management and separate market research or 
planning personnel in the several divisions, a report should be 
made for each division. Your Committee suggests that the A. M. A. 
member who is senior in any company, or decentralized division 
thereof, determine the procedure for supplying a single report for 
the company, or the division. 


Again, we point out that your aid will play a part in the 
Association's efforts to secure a sound Census program which is of 
prime importance to your company and to the entire economy. will 
you please mail your reply at your earliest convenience in the en- 
closed envelope. 


Sincerely, 


ef 
Neil H. Borden 


President 
Enclosures 


This survey bas been approved by the U. S. Bureau of 
the Budget under the Federal Reports Act of 1942. 


: 
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AMERICAN MARKETING ASSOCIATION 


SURVEY OF MARKETING USES OF CENSUS DATA 
BY BUSINESS CONCERNS 


. Please return by October 31 to American Marketing Association, 1525 East 53 Street, Chicago 15, Illinois 


Q)wien respect to their use for the types of purposes indicated on the checklist in the inside center spread, have the 
census data that you use been generally: 


0 Very helpful co your company? 
Moderately useful? 

0 Of little use? 

(0 Of no use? 


Why? 


(2) From your viewpoint as a user of the data, taking into account the indicated cost of each census as shown in 
column 4 below, how frequently would you like to have each subject census taken? 


Estimate of Cost Timing Proterred (Check one fer eech subject) 
| Every Every | Every 
Subject of Consus Present Lew Consus Amount Besis Eliminote | 10 Yours | Yoors | 3 Yeors | Your 
Popul ation Decennial | April 1,1950 | $50,600,000 | 1950 Cost 
Housing Decennial April 1,1950 17,700,000 1950 Cost 
Agriculture Quinguennial 1949 23,250,000 1950 Cost 
Manufactures Quinquennial 107 3,800,000 | 1953 Approp. Est. 
Business: 
Retail Trades Quinguennial 1948 8,000,000 |1953 Approp. Est. 
Wholesale Trades Quinquennial 1948 1,400,000 |1953 Approp. Est. 
Service Trades Quinquennial 1948 2,320,000 1953 Approp. Est 
Mineral Industries Quinguenni al 1939 730,000 }1953 Approp. Est. 
Governments Quinquenni al 1942 2,250,000 }1952 Approp. Est. 
Transportation Quinquennial None 2,450,000 }1953 Approp. Est.) 


j 
» 
| | 
‘ 
' 
q 


358 THE JOURNAL OF MARKETING 


® SURVEY OF MARKETING USES OF CE 
Instructions: 1. Check box for each subject census from which data are used for the general 

2. Explain use in the space provided in box for comments. If more space is nee 

Use letters (a,b,c, etc.) in boxes and correspondingly in memoranda to ident 

3. Be sure to read directives #1 to #4 of covering letter before filling in this f. 


SUBJECT OF CENSUS 


SALES FORECASTING 


ANALYSISOF , 
MARKET POTENTIALS 


‘A. POPULATION ~ ~ Official population count’ for every place in the United States, Territories, and 

P Population characteristics for urban places, counties, and States, include age, sex, race, 
citizeaship, country of birth, education, number of families, employment status, occupation, industry, and 
income. Statistics are also published for census tracts, in many large cities and standard metropolitan 
@reas. 


B. HOUSING - Basic characteristics of dwelling units for city blocks, urban places, and counties, include 
| aumber of upied and pied dwellings, tenure, race of occupants, year built, aumber of rooms, 
type of structure, condition, equipment, fuels used, rent, value, and mortgage status. Detailed cross- 
classifications for each standard metropolitan area, and for farm housing in major areas. Mortgage 
statistics for United States and 25 major metropolitan areas, 


C. AGRICULTURE —Statistics for each county include oumber of farms, acsonge, value, color and tenure of 
operator, ae and equip » labor, exp » li ke and li products, crops harvested 
and value of pe sold, Cross-classificati by size of farm, tenure, type of farm, and economic 
class of farm for State economic areas (groups of counties). Mortgage statistics by States, For selected 
Seates, data on irrigation aod drainage by counties and drainage basins. 


JD. MANUFACTURES — Date on manufacturing establishments for 450 industries by State. Also for urban 
places, counties and standard metropolitaa areas. Items covered include output of 6500 leading commodities 
or commodity groups, value added by manufacture, employment hours worked and payrolls, size classifica- 
tion by number of employees, ies, expendi s for plant and equip . ption of specified 
materials, fuel and electric energy, power installed, and selected metalworking operations performed. 


ec. BUSIN ESS: RETAIL TRADES — Data on retail establishments by sales size, employee size, form of 
y, cash and credit sales, type of operation, employment and payrolls, sales 
whabe by merchandise line. Basic statistics by kind of business for urban places, counties, 
standard metropolitan areas, and States. 


IF. BUSINESS: WHOLESALE TRADES — Data on wholesal blish by sales size, operating expenses 
credit sales, class of » form of organization, and employee size. C dity line sales presented 
€p ly for h holesalers, manufacturers’ sales branches, and assemblers. Special statistics 


for petroleum bulk stations and terminals. Basic statistics by type of operation and kind of business for 
urban places, counties, standard metropolitan areas, and States. 


1G. BUSINESS: SERVICE TRADES — Data on service establishments by receipts size, employee size, and 


ferrous metal mines, oil and gas wells, and natural gasoline plants, by commodity produced and by 
aumber of companies and plants, employees, expenses, cost of 
statistics for each State, by industry, and for selected counties. 


quip » fuels d, etc. Basic 


form of organization. Major service groups d include laundries and cleaning plants, 
hotels, tourist courts, automobile repair services and garages, personal services and miscellaneous 
tepair services, Basic statistics by kind of business for urban places, ies, dard poli 
areas, and States. 
H. MINERAL INDUSTRIES — Data on mineral industries, including quarries and coal and ferrous and non- 


1. GOVERNMENTS — Data on public revenue, expenditures, and debt of governmental units in uniform 
classifications, including States, counties, cities, townships and towns, school districts, and special 
districts, with a complete inventory of the nature and location of local governmental units. 


J. TRANSPORTATION — First census planned for 1953 will fill important gaps im the field of 
transportation statistics, especially truck transportation, including ownership and operation and 
amount of transportation generated by various classes of industries and other shippers. Statistics 


i don P ion of goods by broad commodity class, by type of carrier and class of shipper. 


* (Composition, size or 
location of end-use 
market 
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NSUS DATA BY BUSINESS CONCERNS 


purpose indicated by column heading. 


ded for explanation than is provided in boxes, please write memoranda to accompany return. 


ify reference. 
om. 


PURPOSES FOR WHICH CENSUS DATA ARE USED IN MARKETING FIELD 


ANALYSIS OF ,, | LAYOUT OF SALES 
DISTRIBUTION TERRITORIES 


ANALYSIS OF SALES 
PERFORMANCE 


OTHER (SPECIFY) E.G. LOCATION OF NEW PLANTS 
WAREHOUSES OR STORES — PRICE LINE ANALYSIS ~ ETC. 


| 


= 


L 


Bes 
| 
(Type, size or location : 
of trade outlets) 
i 
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@ From your viewpoint as a user of the data, keeping in mind the desirability of strict economy in government 
operations, what changes in present censuses would you suggest? 
(e.g. additions, omissions, or alterations) 


Name of R dent 


Position (or Title) 


Company (or Institution), 


Is this report for entire company? [J or division? () (Please name) 


Type of Compony 
Manufacturer 
©) Consumer Goods 
© Industrial Goods 
© Consumes and Industrial Goods 


Retailer 
Wholesaler 
( Other (please specify) 


Gross Sales or Business Volume Lost Fiscal Year (entire company) 


Over $100,000,000 

$25,000,000 — $100,000,000 
($5,000,000 - $25,000,000 
$1,000,000 - $5,000,000 
Under $1,000,000 


‘ 
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APPLICATION OF OPERATIONS RESEARCH 
TO MARKETING AND RELATED MANAGEMENT 
PROBLEMS" 


JOHN F. MAGEE 
Arthur D. Little, Inc. 


What Is Operations Research? 


PERATIONS research is the study of 
O complex business, military or gov- 
ernment operations, where operations 
are considered as a whole and the activi- 
ties of the enterprise, the combination of 
equipment, personnel and output, are 
considered as a single economic process. 
The total operation is studied by the 
methods of thought, experimentation 
and analysis which we have come to asso- 
ciate with the combination of method 
and mental attitude which we would ex- 
pect to find the trained physicist, chemist 
or biologist using on research within his 
respective field. 

The purpose of operations research as 
an applied science is to provide explicit 
description and understanding of the re- 
lationships among components of an op- 
eration which determine its effectiveness 
in achieving its goals. The executive 
then has explicit and quantitative bases 
on which he can control his thinking 
toward sound decisions and improved 
efficiency. In particular, the term is lim- 
ited to analyses employing quantitative 


* Paper delivered before the Conference on Mod- 
ern Statistical Methods for Business and Industry, 
Carnegie Institute of Technology, Pittsburgh, Pa., 
May 1, 1953. 

*A discussion of methods frequently used in op- 
erations research can be found in Morse and Kim- 
ball, Methods of Operations Research, (The Tech- 
nology Press and John Wiley & Sons, Inc.) 1951. Pa- 
pers discussing methodology and case histories in 
military and industrial applications may be found 
in the Journal of the Operations Research Society of 
America published from 30 Memorial Drive, Cam- 
bridge, Mass. 


methods and experimentally verifiable’ 


quantitative results. 


A Case History 


The Company. The company manu- 
factures a wide line of portable tools, re- 
placement parts and supplies, distributed 
directly to a large number of accounts. 
It employs promotional salesmen to visit 
these accounts, to explain and promote 
the use of the company’s products. In the 
past it had limited the promotional sell- 
ing expense within a fixed per cent of 
direct sales, and promotional salesmen’s 
activities to about 40 per cent of the ac- 
counts in any one area. 

The company had used market re- 
search methods to set up sales quotas for 
its several districts and territories, and 
to help lay out promotional sales terri- 
tories, and it had used statistical analysis 
of customer sales records to determine 
the customers to whom promotional 
salesmen should be sent. Typically, these 
men were directed to customers with cer- 
tain characteristics as to size and loca- 
tion, who had during the past six months 
purchased a satisfactory volume with re- 
lation to estimated annual volume. 
Though the company had observed that 
large purchasers tended to stay large, and 
small ones tended to stay small, the sales 
manager was greatly concerned over the 
fact that customer behavior was not at 
all uniform from month to month. A 
great deal of randomness in the purchas- 
ing records of these customers could be 
observed. Some customers, even when 
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given a substantial amount of promo- 
tional attention, failed to respond; oth- 
ers, with no known differences in charac- 
teristics, would respond handsomely. 

The Operations Research Objective. 
The operations research group assigned 
to work with this company set as its ob- 
jective the problem of getting an ex- 
plicit and quantitative description of 
customer behavior and the effect on it 
of the company’s promotional effort. It 
was expected that this would make it 
possible to construct a measure of rela- 
tive efficiency of the existing promotional 
sales activities, and to determine a meas- 
ure of the amount of sales increase result- 
ing from a given amount of promotional 
activity. 

Sales records for several thousand cus- 
tomers covering 12 months and results of 
special experiments had been main- 
tained. Shortly before the operations re- 
search was undertaken, the company had 
run a series of experiments in which all 
customers within a sizable geographic 
area received promotional sales atten- 
tion. The results of these studies were in- 
tensively analyzed in the market research 
section by statistical means, using analy- 
sis of variance, multiple regression meth- 
ods, and similar techniques. No methods 
for promotion improvement were found, 
and the results were filed away. The data 
from these experiments, however, proved 
to be very valuable in the later opera- 
tions research, as discussed below. 

Customer Characterization. When the 
operations research group looked at the 
available sales records, it decided that the 
key to learning more about customer be- 
havior and the impact on customers of 
the promotional effort was a simple but 
realistic characterization of the customer 
group. After. analysis of the records, a 
physica: chemist in the group showed 
that the ordering activity of a customer 
could reasonably be characterized as a 


time-dependent Poisson process, a process 
familiar to scientists in many fields. 
While it would be difficult to prove this 
particular characterization to be correct, 
it was possible to show that this process, 
assumed on heavily a priori grounds, was 
consistent with the behavior of individ- 
ual customers and of large groups, as de- 
scribed below. 

Let us think for a moment of just what 
this means. Suppose each customer had 
a big hat in his office full of black and 
white balls. Every day he would reach 
into the hat and pull out a ball. If it was 
black, he would not place an order; if 
it was white, he would. The ratio of 
white balls to the total might vary from 
customer to customer, but each customer 
would behave in the same fundamental 
way. Then at the end of the month, if 
one added up the number of white balls 
he had selected during the month or, al- 
ternatively, the number of orders he had 
placed through the local office, one would 
find that the probability, or relative fre- 
quency, of a given customer’s ordering 
any given number of times in a month 
would be expressed by the so-called Pois- 
son distribution, with the parameter, or 
expected value, of the distribution for an 
individual customer determined by the 
ratio of white to black balls in his hat. 

The operations research group found 
that the dollar value of customer orders 
gave no information about the individ- 
ual customer. Both test data and routine 
sales records showed that the value of 
orders from a particular customer in the 
past gave no predictive information on 
the expected size of his orders in the fu- 
ture. Each customer, whether large or 
small, tended to use the same types and 
mixes of products and tended to have the 
same average order value. Because of the 
nature of the products, the value of in- 
dividual orders varied widely from a few 
dollars to many hundreds of dollars. The 
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use of dollar figures, whether average 
order value or total dollar business, 
tended to blur the measurement of the 
fundamental and important customer 
characteristic—the frequency with which 
purchases were made. 

Now suppose we characterize all the 
customers by this fictitious number of 
white balls each has in his imaginary hat. 
The total number of orders received 
from all customers in a given area or, al- 
ternatively, the total number of custom- 
ers who will order once, twice, or any 
given number of times in a month, will 
depend on the values of this white ball 
ratio which the various customers have; 
in other words, on the distribution of 
this ordering characteristic among the 
customers in the area. While this distri- 
bution of ordering characteristics was 
unknown, a set of integral equations 
could be set up relating this distribution 
to the observed ordering frequencies, 


f(n) = | ¥()dc 


n! 


where f(n) is the fraction of the customer 
group making n orders in a given time 
period, and Y(c) is the probability dis- 
tribution of customers with ordering 
characteristic c.2 When this set of equa- 
tions was set up and solved, using data 
available from experiments mentioned 
above in which all customers were sub- 
jected to the promotional sales program, 
it was found that the distribution of or- 
dering characteristics of customers in a 
given area at a given time followed the 
well-known negative exponential form, 


ec/s 


Y(c) — 


*A detailed technical discussion of the methods 
used in this case can be found in Magee, John F., 
“The Effect of Promotional Effort on Sales,” Journal 
of the Operations Research Society of America, Vol. 
1, No. 2, Feb. 1953, pp. 64-74. 


A comparison of observed values of the 
f(n), fractions ordering n times, with the 
calculated f(n) using the exponential 
form for Y(c), 


eo 
f(a) = — 
n 


is given in Figure 1. The form of this dis- 
tribution was remarkably uniform from 


FRACTION OF 
THE 
GROUP 


4 


area to area, although some change in the 
grand mean, s, was noticed. 

The Effect of Promotion. One way of 
characterizing the promotional sales ac- 
tivity on customer business would be to 
determine what changes in this distribu- 
tion of ordering characteristics occurred 
as a result of changes in the level of pro- 
motional sales activity. If we take the dis- 
tribution of customer ordering charac- 
teristics when promotional salesmen were 
sent to all customers as a norm—that is, if 
we take as a norm the negative exponen- 
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tial distribution of customer ordering 
characteristics—by comparing the appar- 
ent ordering characteristic distributions 
under other types of promotional treat- 
ment, it should be possible to get a meas- 
ure of the effect of the promotional sales 
program. In fact it was possible to do this 
by means of the observed f(n), and the 
results turned out to be quite exactly 
describable. A comparison of observed 
and predicted f(n) for a typical customer 
group when normally promoted is shown 
in Figure 2. 


t(n) 
Regular Promotion t(n) 
fron le. TOMERS 
\ © f(n) Observed om 
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a} \ PROMOTED 
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It was found that if a promotional 
salesman were not sent to visit a cus- 
tomer, two things happened. First, the 
probability that he would order at all 
during the time when he was not pro- 
moted was approximately 70 per cent. 
Second, if he did order, he behaved as if 
his ordering characteristic, or the char- 
acteristic governing his Poisson behavior 
—the ratio of white to black balls in the 


hat—was reduced by about go per cent, 
the net effect being his expected business 
was cut by 50 per cent. Thus, in the short 
run, the effect of the promotional efforts 
of salesmen was to double the business 
from an individual customer. The loss in 
business from a customer through with- 
holding of promotion varied from 48 to 
55 per cent in widely different areas of 
the country and among various types of 
customers. 

Direct Results. Let us review what had 
been accomplished. The company’s cus- 
tomers had been characterized as form- 
ing a population describable by a single 
characteristic—their ordering character- 
istic governing their frequency of pur- 
chase. Furthermore, the distribution of 
this characteristic throughout the cus- 
tomer population had been determined 
as being a negative exponential distribu- 
tion. Third, the effect of the promotional 
effort had been determined as being to 
increase the expected business from an 
individual customer by a factor of two. 

It is apparent that if one wants to max- 
imize the business obtained from a cus- 
tomer when the increase in business ob- 
tainable through the use of promo- 
tional salesmen is proportional to the 
customer’s ordering characteristic, then 
ideally one would select customers with 
the highest ordering characteristics. 
Knowing that the distribution of order- 
ing characteristics among customers was 
a negative exponential, the group could 
estimate the maximum business obtain- 
able from the customers, assuming any 
given level of promotional effort were 
used ideally. This estimate gives a goal 
or standard against which the business 
from any other allocation of promotional 
effort can be compared. 

The ratio of total business obtained 
from any allocation of promotional effort 
to total business from the ideal alloca- 
tion is a measure of efficiency of use of 
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this effort. The key to constructing this 
measure was showing mathematically 
how much business would be obtained 
from ideal distribution of any given 
amount of promotional sales effort. It 
was found that over the range of promo- 
tional levels or expenditures in which 
the company was operating, the existing 
distribution of promotional sales time 
was approximately 85 per cent efficient. 

If the promotional salesmen’s time is 
to be used most efficiently, what is 
needed is as good an estimate as possible 
of each customer’s ordering characteris- 
tic. The way to obtain this is to look at 
the number of orders the customer has 
placed over as long a time period as pos- 
sible. The group therefore suggested that 
a very simple measure be substituted for 
the rather complex statistical methods 
which were being used in picking cus- 
tomers for promotional attention. This 
new measure was the average number of 
orders the customer had placed over a 
12-month period. 

This scheme for allocating promo- 
tional sales time was tried out, and it was 
found to improve the relative efficiency 
of the use of promotional salesmen to 
over go per cent, again where the rela- 
tive efficiency is defined as the ratio of 
business obtained to total business ob- 
tainable by ideal allocation of the given 
amount of sales effort. This new scheme 
cut in half the existing inefficiency in the 
use of promotional sales time. This sys- 
tem was adopted in all areas and con- 
tinues to be used. The company has esti- 
mated that the annual sales gain result- 
ing from it is in the multi-million-dollar 
bracket, with correspondingly large in- 
creases in profits. 

Further Application. These results 
were useful in themselves in helping the 
sales management to more effectively 
channel its own activities to improve op- 
erations. More importantly, however, the 


nature of the research findings illustrates 
a very fundamental and valuable charac- 
teristic of most operations research. The 
increased knowledge of the sales opera- 
tion that was obtained became one part 
of a general model of company opera- 
tions subsequently to be built. 

As a first step, the research group took 


an over-all look at the cost of manufac-. 


turing and distributing the company’s 
output as a function of volume. They 
were able to show that the cost of manu- 
facturing and distribution was related 
in a linear fashion to sales volume. These 
facts could then be combined with the 
explicit information available on the 
total sales volume as a function of pro- 
motional sales effort, to determine that 
level of promotional sales effort in any 
given territory which would maximize 
the net profit contribution of the com- 
pany. Indeed, letting a, the fraction of 
customers promoted in a given period, 
be the measure of promotional sales ac- 
tivities, the most profitable level of a was 
shown to be 
(q — b)sV 

where c, q, and b are constants derived 
from the study of manufacturing and 
distribution costs, s is the mean of the 
exponential customer distribution, and 
V is the average order size. It was found 
that in almost all areas the company 
could afford an increase in promotional 
salesmen’s activities by 50 per cent. 

The company has currently taken the 
first steps to put these results into prac- 
tice by increasing the sales activities in 
two major geographical regions. Instead 
of sticking to an arbitrary 40 per cent of 
the dealers, or an arbitrary fixed percent- 
age of sales, the company could now 
select that level of expenditure which 
would maximize net effectiveness of its 
sales operations. The operations research 
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activities had enabled the company to 
come closer to an optimal solution to its 
sales management problems. 


Other Applications 


Other applications of operations re- 
search methods to problems in marketing 
and related business areas are described 
briefly. 

Control of Chain Store Operations. A 
manufacturer of shoes used the work of 
an operations research team to provide 
help in organizing more effective con- 
trol methods over the company’s retail 
store outlets. The company operates a 
chain of some 300 retail stores employing 
from 2 to 3 people in the smaller units 
up to 20 or more in the larger outlets. 
The stores were set up as outlets for 
shoes, but carried a line of clothing to 
help pay their overhead. 

The operations research team, as part 
of its broad assignment, worked on a 
number of aspects of store operations. 
These included establishment of statisti- 
cal expense control methods, analyses of 
the interdependencies of the merchan- 
dise lines to help guide merchandise se- 
lection policies, development of methods 
for measuring effectiveness of various 
types of promotion, and studies directed 
toward construction of a new store man- 
ager bonus plan. In the last-named prob- 
lem, the operations research team dug 
out of existing statistical and accounting 
information facts which hitherto had 
not been recognized but which showed 
that the existing bonus plan was incon- 
sistent with company objectives, and 
showed mathematically the relation be- 
tween store operations and total com- 
pany profits. The team worked closely 
with operating and staff personnel execu- 
tives to provide guidance in the construc- 
tion of a new bonus plan which was con- 
sistent with company objectives. 

Evaluation of Trade Advertising. A 


manufacturer of chemical products, with 
a wide and varied line, sought more ra- 
tional or logical bases than the customary 
percentage of sales for distributing his 
limited advertising budget among prod- 
ucts, some of which were growing, some 
stable, and others declining. An opera- 
tions research study showed that adver- 
tising effectiveness could be related to 
three simple characteristics, each of 
which could be estimated from existing 
sales data with satisfactory reliability. 
The characteristics were: (1) the total 
market potential; (2) the rate of growth 
of sales; (3) the customer loss rate. A 
mathematical formulation of the effect 
of these three characteristics and the ad- 
vertising budget on the product sales 
potential provided a rational basis for 
distributing advertising and promotional 
effort. 

Doubts have sometimes been ex- 
pressed concerning the application of 
anything like quantitative methods to 
study of merchandising and promotion, 
where chance, the human element, and 
intangibles play so important a role. It 
would be misleading to minimize the 
importance of such factors in promo- 
tional problems, but the methods which 
have been used successfully are in many 
ways similar to those used by physical 
scientists in studying the behavior of 
molecular or atomic phenomena. Indi- 
vidually, molecules and atoms are very 
complex, highly unpredictable, and not 
too well understood; however, simple 
characterizations of the important fea- 
tures of these units, combined with 
mathematical methods for studying the 
effects of these characteristics when large 
groups of units are present, have made 
possible the tremendous advances in 
modern chemistry and physics. 

It is important in characterizing these 
methods to distinguish them from the 
pure empiricism of statistical theory as 
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well as the purely speculative character 
of much of mathematical economics and 
econometrics. The methods of statistics 
are of use, but the real progress has come 
from the generalization made possible 
by abstract theoretical development. In 
such development, the scientist will use 
any aids such as probability theory (as 
contrasted with statistics), complex vari- 
ables, or differential equations, to extend 
his reasoning and expressive powers. Any 
such theoretical development must, how- 
ever, be firmly tied to an experimental 
base and experimentally verifiable con- 
clusions. 

Establishment of Sound Inventory 
Policies in the Face of Business Fluctua- 
tions. A supplier of valves, bearings, and 
other mechanical components producing 
many thousands of items, required sound 
inventory policies in the face of violent 
changes in demand and changing design 
and style conditions. The company 
wanted answers to the questions of what 
to produce, what size and type inventory 
to maintain, and how rapidly to adjust 
production operations to changes in the 
level or mix of demand. 

A team of physical scientists with no 
prior experience in the industry was able 
to show that inventory control proce- 
dures obey the same fundamental rules 
as electronic and other “servo” control 
equipment. Similar effectiveness criteria 
—such as stability and responsiveness— 
may be used, and the mathematics and 
concepts of servo theory may be em- 
ployed to study these systems. Applica- 
tion of methods analogous to those used 
to study servo systems led to develop- 
ment of improved control and reorder- 
ing methods. 

Production Scheduling Methods. A 
consumer goods manufacturer faced the 
problem of establishing appropriate fin- 
ished goods inventory levels in the face 
of a highly seasonal demand while con- 


flicting pressure from the sales, produc- 
tion, and financial groups within the 
company made the establishment of a 
sound and consistent finished inventory 
policy difficult. The operations research 
group showed that an apparent problem 
in establishing finished inventory bal- 
ances was in fact a problem in appro- 


priate production scheduling. Methods 


based on the calculus of variations and 
linear programming were set up for ad- 
vance planning of production operations 
under established financial and sales poli- 
cies, as expressed by desired return on 
investment in inventories, and desired 
protection against inability to fill orders. 
The effects on cost and investment of 
alternate sales, production, and financial 
policies could be compared on paper in 
advance, and effects of “intangible” poli- 
cies costed. When the policies had been 
chosen, the method showed how to con- 
vert them into practice through a mini- 
mum-cost production schedule consist- 
ent with these policies. 


Concepts in Operations Research 


The cases described above illustrate 
the kinds of problems that have been suc- 
cessfully attacked by the methods of op- 
erations research and at least give hints 
of the techniques and thought processes 
involved. The purpose of operations re- 
search is to provide a more explicit un- 
derstanding of the intricacies of the op- 
erations studied, to give the executive 
a clear and quantitative basis for sound 
decisions and improved efficiency. In par- 
ticular, the term is generally limited by 
professional workers to analyses that ap- 
ply quantitative methods and seek ex- 
perimentally verifiable quantitative re- 
sults. 

The idea of a “model” is frequently 
encountered in operations research. A 
model is a simplified representation of 
an operation containing only those as- 
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pects of primary importance to the prob- 
lem under study. Engineers use models; 
for example, the airplane model used in 
wind-tunnel studies. This is hardly an 
exact copy of a real plane; it has no seats, 
and may not even be hollow. But it is a 
satisfactory physical model for studying 
flight characteristics of a plane. 

An accounting system is another kind 
of model, although not usually referred 
to in these terms. It is a simplified repre- 
sentation on paper of the flow of goods 
and services through the business. It is 
adequate for these purposes but is hardly 
a complete representation of the business 
in detail. 

The operations research model is simi- 
lar—a model of an operation. It usually 
takes the form of a set of mathematical 
expressions, although it may be a deck 
of punched cards or in some cases even 
a physical model. In the first case dis- 
cussed, the model is the set of mathemati- 
cal equations built up from the funda- 
mental discovery or characterization of 
customer behavior as being a time-de- 
pendent Poisson process, with the distri- 
bution of ordering frequencies among 
the customers being a negative exponen- 
tial. 

Fundamental to the concept of a 
model or theory of an operation is the 
notion of a measure of effectiveness or 
an explicit measure of the extent to 
which an operation is attaining its goal. 
The ability to construct an explicit meas- 
ure of effectiveness implies that there 
exists an explicit statement of the goal 
toward which the operation is directed. 
The element common to all operations 
research problems is the existence of al- 
ternative courses of action, with a choice 
to be made among them. Without op- 
portunity for choice and need for de- 
cision, study of an operation becomes 
academic. Furthermore, being the appli- 
cation of experimental science to the 


study of operations, this type of research 
implies that the theory or model built 
up from observed data, and in many cases 
relying heavily on a priori or external 
information, be verifiable experimen- 
tally. This means, first, that verification 
must be possible—results measurable— 
and, second, that theory and observation 
must check. 

Operations research has sometimes 
been termed “the science of decision.” 
Any research study of this type is based 
on the assumption that decisions can be 
made and action taken on the basis of 
findings. The operation is viewed as a 
set of alternative strategies or courses of 
action with a result associated with each; 
the task of the research team is to clarify 
the relation between alternatives and re- 
sults. On the other hand, the operations 
research team is not in any sense taking 
over the decision-making functions of 
the management. The objective of op- 
erations research is not to make deci- 
sions; it is to provide sound, clear, nu- 
merical bases on which experienced ex- 
ecutives may, at least in part, rely in 
reaching decisions. The decision must 
be made by the executive, combining the 
results of the research with his own judg- 
ment, particularly with reference to 
qualitative, nonmeasurable aspects of the 
problem. 


Techniques Used 


To support this method of thought 
and analysis, a number of analytical tech- 
niques are available. The operations re- 
search worker typically is willing to use 
any or every analytical technique at his 
disposal which shows promise of helping 
solve his problem. The techniques range 
from symbolic logic to simple arithmetic, 
including the mathematical methods of 
analysis developed in probability theory 
in the field of statistical analysis, the 
methods used by physicists and chemists, 
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by biologists and electrical engineers. 
Techniques drawn from mathematical 
statistics are also used, although the most 
powerful and useful of these are un- 
doubtedly the simplest. 

In the study of problems in marketing 
and related business areas, some of the 
techniques which have been found par- 
ticularly useful include the calculus, dif- 
ferential equations, statistical mechanics 
from physics, linear programming, in- 
formation theory, and the simpler theory 
of experimental design drawn from sta- 
tistics. Operations research at the present 
time is drawing heavily on other fields 
for its analytical methods. It is to be ex- 
pected, however, that industrial opera- 
tions research, like the military work, 
will develop methods and theories within 
its own field in the future. Some studies 
on consumer behavior indicate the de- 
velopment of such theories in the field 
of marketing, for example. 


Relation to Other Management Services 


Operations research has shown that it 
complements rather than competes with 
or supplants other services available to 
the executive, including market research, 
accounting, and industrial engineering, 
among others. These fields have grown 
tremendously in recent years and have 
developed powerful new techniques for 
finding information and answers in the 
areas toward which they are directed. 
Any well-balanced industrial operations 
research team should have available men 
who are experts in these fields to advise 
on questions specifically related to their 
fields, and to suggest techniques with 


which they are particularly well ac- 
quainted, short-cutting work and pre- 
venting duplication. 

Distinctions between operations re- 
search and other research activities can 
be drawn, but frequently result more in 
argument than understanding, since the 
boundaries of interest are typically in- 
distinct. In the author’s company, the 
research groups include, among others, - 
groups active in market research, eco- 
nomic research and operations research. 
No conflict of interest among the three 
is found, although frequently two or 
more groups will cooperate to form a 
team for a specific research project. 

When external conditions bear heavily 
on company operations, the operations 
research team will hope to rely on a mar- 
ket research group to provide needed in- 
formation about the market. This infor- 
mation then becomes part of the raw ma- 
terial from which the operations re- 
search model of company operations is 
built. 

Evidence that operations research and 
these other management activities are 
complementary and not competitive lies, 
in this author’s opinion, in the fact that 
industrial operations research has shown 
that it can proceed most rapidly and eco- 
nomically in those companies in which 
other management service activities have 
already been developed to a high level of 
efficiency. The role of operations re- 
search is frequently that of integrating 
information, of using expert opinion and 
factual data provided by other services 
in an organized, comprehensive and sys- 
tematic study of business problems. 
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\’ MANDATORY RESALE PRICE MAINTENANCE OF 
DISTILLED SPIRITS IN CALIFORNIA 


CHARLES F. 


Me has been written about volun- 
tary resale price maintenance. Rel- 
atively little attention has been given to 
another type of vertical price control— 
mandatory resale price maintenance, 
thus far in effect for distilled spirits only. 
The latter type differs from the former, 
in a legal sense, because it receives its 
judicial approval as a legitimate exercise 
of the rights of the public rather than 
the rights of an individual.! Mandatory 
resale price maintenance is different, too, 
because it is less susceptible to the per- 
petual difficulty (or fortunate imperfec- 
tion, depending on where sentiments lie) 
that attends the voluntary type, i.e., the 
tendency to break down under the pres- 
sure of the market. Because of these dif- 
ferences, mandatory resale price main- 
tenance has its own characteristics, and 
generalizations about the voluntary type 
are not necessarily applicable here. 

As of November 1952, mandatory re- 
sale price maintenance was in effect for 
distilled spirits in ten states, while volun- 
tary resale price maintenance, either gen- 
eral or specifically written into liquor 
control acts, was in effect in 18 states. 
Two states and the District of Columbia 
had no law of either kind, and an addi- 
tional 16 states had state monopolies.” 


* The author is a graduate student at the Univer- 
sity of California (Berkeley) and is presently in Mo- 
rocco on a grant from the Ford Foundation. 

+It will be seen in the following section that the 
courts have approved mandatory resale price main- 
tenance as a lawful exercise of the police power to 
protect the public health, welfare, and morals. Vol- 
untary resale price maintenance was approved as a 
legitimate protection of the manufacturer’s prop- 
erty, i.e., his goodwill. 

* The classification of states as monopoly or private 
is somewhat arbitrary. North Carolina, where some 
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In those states where mandatory resale 
price maintenance was in effect, nine re- 
quired uniform prices throughout the 
state; California was the exception, the 
state being divided into two trading 
areas. 

A case study of mandatory resale price 
maintenance is available in the experi- 
ence of the distilled spirits industry in 
California. The California Alcoholic 
Beverage Control Act provides that a 
manufacturer of distilled spirits, a brand 
owner, or their representative must enter 
into a contract with a retailer in which 
minimum resale prices to consumers are 
stipulated, and that the contract is bind- 
ing on all retailers.* (Similar contracts be- 
tween manufacturers and wholesalers 
stipulating minimum prices to retailers 
are required.) Thus, there can be no op- 
tion for the manufacturer and no “non- 
signers” among the retailers. 

The purpose of this paper is to ex- 
amine mandatory resale price mainte- 
nance in California, as it operates under 
the provisions of the above cited act, and 
to assess its influence on distilled spirits 
retailing. The plan for the presentation 


wine and all distilled spirits are sold in county stores, 
is considered a monopoly state in the above tabu- 
lation. The same is true of Wyoming, which has a 
monopoly at the wholesale level. Maryland, Minne- 


_sota, South Dakota, and Wisconsin are considered 


private-enterprise states even though some counties 
in Maryland and some municipalities in the other 
four states have monopolies on package sales. 

* This paper is drawn from a study conducted by 
the author during 1950-51. I am indebted to Dean 
E. T. Grether for his wise counsel and intellectual 
stimulation through all phases. However, his en- 
couragement of independent thought by his students 
makes the work my responsibility. 

* Cal. Stats. 1947, p. 1698. 
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of the material will be: (1) to sketch out 
briefly the legislative and judicial his- 
tory of mandatory resale price mainte- 
nance; (2) to discuss pertinent provisions 
of the Alcoholic Beverage Control Act 
and administrative rules adopted by the 
State Board of Equalization, the admin- 
istrative agency; (3) to present some em- 
pirical evidence; and (4) to analyze the 
data presented in the preceding sections. 


LEGISLATIVE AND JUDICIAL HisTory OF 
MANDATORY RESALE PRICE MAINTENANCE 


The beginnings of voluntary resale 
price maintenance and the return of dis- 
tilled spirits distribution in California 
were practically coincidental, and, in a 
depression environment, the growth of 
each was rapid. Resale price maintenance 
was made more effective by the legisla- 
ture when it added the “non-signers” 
clause in 1933,5 by the United States 
Supreme Court when it held price main- 


tenance to be constitutional,* and by the 


Congress when it sanctioned the practice 
in interstate commerce.’ At the same 
time the “new” distilled spirits industry 
seemed to offer, at the retail level, an 
ideal outlet for the talents of the in- 
dividual with little experience and cap- 
ital. 

Prior to 1939 the distilled spirits in- 
dustry employed voluntary resale price 
‘maintenance contracts as allowed in the 
general statute. In the latter part of that 
year, the State Board of Equalization 
adopted an administrative rule which 
made filing contracts and posting prices 
of distilled spirits mandatory for manu- 
facturers, brand owners, or their desig- 

* Cal. Stats. 1933, Ch. 260. 

*Old Dearborn Distributing Co. v. Seagram Dis- 


tillers Corp.; Carl W. McNeill v. Joseph Triner 


Corp., 299 U.S. 183 (1936). 
* Public Law 314, 75th Cong., 1st sess. (15 U.S.C.A.) 
1937- 


nated representatives.® This rule was later 
written into the Alcoholic Beverage Con- 
trol Act and applies to all distilled spirits. 
Under the provision, the board under- 
takes only to serve as a depository for 
contracts and price schedules; it does 
not attempt to pass on the reasonableness 
of the prices posted. However, it does 
assume the task of enforcement; and the 
relatively mild injunction of voluntary: 
resale price maintenance is replaced as a 
penalty for violation by either a license 
suspension, which is costly, or a revoca- 
tion of the license, which is disastrous. 

The absence of substantial litigation 
concerning mandatory resale price main- 
tenance stands as evidence that the law 
has met with the general compliance, if 
not universal enthusiasm, of the distilled 
spirits industry. Since 1939, only slightly 
more than one per cent of all suspensions 
or revocations of licenses for violation of 
the Alcoholic Beverage Control Act have 
been ordered for violation of mandatory 
resale price maintenance. Only two cases 
of consequence connected with price vio- 
lations have been appealed to the courts. 
The first involved a private club that 
had allegedly violated the Alcoholic Bev- 
erage Control Act by selling distilled 
spirits in case lots to members below the 
posted case price.® The court held that 
private clubs were not in the retail liquor 
business in the accepted sense and that 
mandatory resale price maintenance did 
not apply. Appeal by the board was dis- 
missed. 

The second and more celebrated case 
was concerned with beer, which is sold 
under voluntary resale price mainte- 
nance contracts (such contracts, if made, 
are enforced by the state), but it had im- 
plications for the future of the manda- 


*Minutes of the State Board of Equalization, 
August 30, 1939. 

* Jonathan Club v. State Board of Equalization, 
Superior Court, County of Los Angeles, 561032, 
August 25, 1949. 
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tory type of control.!° The court observed 
that while violation of contractual rela- 
tionships is not considered contrary to 
public welfare and morals," a licensee 
is not dealing as a private person in the 
liquor business. Thus it is contrary to 
public welfare and morals to flaunt laws 
which other people are observing and 
which relate to the very subject of the 
license.1? 

It is obvious from a reading of the 
opinion that the price provisions of the 
Alcoholic Beverage Control Act are not 
clearly adjudicated as to their constitu- 
tionality; rather their identity is lost in 
the act as a whole, which must be obeyed 
by the licensee.'* 

A study of United States Supreme 
Court decisions indicates that the legality 
of mandatory resale price maintenance 
must be determined by the state courts. 
The Young’s Market opinion dealt with 
the relationship between the Twenty- 
first Amendment and the Fourteenth 
Amendment and assumed the precedence 
of the former.’* The commerce clause 
received attention through an obiter dic- 
tum in the Frankfort Distilleries deci- 
sion, where Mr. Justice Frankfurter 
wrote: 


If a state for its own sufficient reasons 
deems it desirable to standardize the 


” Hawkins v. State Board of Equalization, Superior 
Court, County of San Joaquin, December 7, 1950. 

“In Re Kazas, 22 Cal. App. 2d 161. 

The general rule is stated in 30 Am. Jur. 325. 
“One who accepts a liquor license must be deemed 
to consent to all proper conditions and restrictions 
which have been or may be imposed by the legisla- 
ture in the interest of the public morals and safety 
relative to the traffic or the place in which he sells. 
An obligation to observe such condition is imposed 
on the licensee. In other words, the licensee takes the 
privilege subject to reasonable exercise of the police 
power.” 

“The court in the Hawkins case did say that 
“whether or not the act is serving the best interests 
of our economy is a legislative not a judicial ques- 
tion.” 

“State Board of Equalization v. Young’s Market 
Co., 299 U.S. 59 (1936). 


price of liquor within its borders either 
by a direct price-fixing statute or by per- 
missive sanction of such price-fixing to 
discourage the temptations of cheap 
liquor due to cutthroat competition, the 
Twenty-first Amendment gives it that 
power and the commerce clause does not 
gainsay it.15 


The weight of these cases suggests that 
state control over liquor distribution is 
free of the commerce clause as well as 
the equal protection and due process 
clauses of the Fourteenth Amendment.'¢ 
If priority is established over the com- 
merce clause, then manifestly the Sher- 
man Act is not applicable either.!7 


RULES AND PROVISIONS RELATED TO 
MANDATORY RESALE PRICE 
MAINTENANCE 


In order to enforce mandatory resale 
price maintenance effectively, the Board 
of Equalization has seen the need for 
tightening by defining supplementary 
rules. Standard cartons and bottle sizes 
have been prescribed to head off any im- 
pulse to pack an extra bottle as a price 


* U.S. v. Frankfort Distilleries, 324 U.S. 293 (1945). 

**On the other hand, federal regulation of credit 
terms to retailers, clearly an invasion of the intra- 
state sphere, has successfully weathered the courts. 
William Jameson and Co. v. Morgenthau, 59 S.Ct. 
804. Also it has been held that the Twenty-first 
Amendment has no provision either to restrict Con- 
gress from regulation when state laws do not pro- 
hibit liquor traffic or to prevent it from legislating 
in aid of state regulations. Arrow Distilleries v. 
Alexander, 109 Fed. (2d) 397; cert. denied, 60 S.Ct. 
1095. Reaction of the state courts to mandatory re- 
sale price maintenance has been mixed. For a re- 
view of the New York experience see Charles H. Hes- 
sion, “The Economics of Mandatory Fair Trade,” 
JOURNAL OF MARKETING, April 1950, pp. 707-720. 
Court decisions in five additional states are dis- 
cussed by Charles F. Stewart, Mandatory Resale 
Price Maintenance of Distilled Spirits in California 
(M.A. Thesis, University of California, Berkeley, 
1952), pp. 16-32. 

“In California, if there is a conflict between 
mandatory resale price maintenance and the Cart- 
wright Anti-trust Law, the provisions of the former 
will prevail, as it was passed at a later date. Nelson 
v. Reilly, 88 Cal. App. 2d 303. 
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concession. Northern and southern trad- 
ing areas for retail prices have been es- 
tablished to allow recognition of intrinsic 
differences in the two markets if desired. 
Private labels have also been made sub- 
ject to mandatory resale price mainte- 
nance. 


Operational Rules 


Important to the successful implemen- 
tation of mandatory resale price main- 
tenance are the operational rules which 
the board has established for contract 
filing and price posting. All consumer 
price changes have to be filed with the 
board 45 days in advance. Publication of 
price changes in a trade journal is re- 
quired. The sequence is such that owners 
of competing brands are made aware of 
price changes in time to comply with the 
board deadline for the filing of com- 
petitive price changes. Fifteen days is al- 
lowed for changes of prices to retailers. 

Another rule defines “similar distilled 
spirits.” The description is in terms of 
physical similarity of product (for ex- 
ample, Scotch and rum are not consid- 
ered similar) and nearness of price. Price 
must be within one dollar per gallon re- 
tail price of the competing brand and 
within a proportionate differential for 
smaller containers. 


Institutional Environment 


It may be useful to summarize the 
type of institutional environment for 
distilled spirits distribution which the 
State Board of Equalization and the leg- 
islature, with apparent judicial approval 
at least thus far, have created under the 
police power. Prices of distilled spirits, 
including private labels, are controlled 
by the manufacturer, brand owner, or 
their representatives at every distribu- 
tive level, and these prices are uniform 
either throughout the state or at least 


within each of the two trading areas. The 
State Board of Equalization serves as a 
depository for price schedules without 
passing on their reasonableness and, by 
its rules for price changes, demands what 
is in effect an “open price system.” Viola- 
tors of these price schedules are faced 
with suspension or revocation of their 
licenses. Unfair practices such as secret 
rebates, free goods, consignment selling, 
commercial bribery, and advertising al- 
lowances are also proscribed. 


License Provisions 


The license provisions of the Alcoholic 
Beverage Control Act determine the 
number of firms in the industry. This in 
turn exerts an influence on the level and 
structure of prices. The license and man- 
datory resale price maintenance are re- 
lated also since the temporary or perma- 
nent loss of the license is the penalty for 
violation of the price schedules. 

For the first six years after repeal, the 
Board of Equalization had no limitation 
policy for licenses. All license applicants 
were successful if their character and 
the premises in which they proposed to 
do business were satisfactory to the 
board. By 1939 there were almost 10,000 
package stores in the state. The nearest 
rival to California in the number of 
stores was Illinois, with 2,907 in the same 
year. New York, with almost twice the 
population of California in 1940, had 
only 1,875 stores in 1939.'® 

The first real restraint on the number 
of licenses was initiated in 1939 by board 
rule, and in 1947 limitation was added 
to the Alcoholic Beverage Control Act by 
the legislature. In effect, retail distilled 
spirits licenses are limited to those out- 
standing in each county when the limita- 
tion provision was passed. 


%U. S. Federal Trade Commission, Resale Price 
Maintenance, December 1945, Pp. 339- 
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Wholesale licenses have been limited 
by board rule to the number outstanding 
in each county in December, 1945. Man- 
ufacturers, manufacturer’s agents, and 
rectifiers are limited to one license per 
county. Any ownership interest by any 
licensee at one level of distribution in a 
license or business at another level is pro- 
hibited. Thus, for example, a manufac- 
turer can have no interest in a retail or 
wholesale license or business. 

The restriction of licenses shifts the 
focus to the transfer process. The board 
avoids the thankless task of granting a 
surrendered license to one of many ap- 
plicants by allowing its transfer between 
private parties. With limitation, the li- 
cense has assumed a value dependent on 
general business conditions and, even 
more important, on the county in which 
it is located. Thus, the cost of the license 
varies widely. 

Taken together, mandatory resale 
price maintenance and license limitation 
eliminate price competition among re- 
tailers on a particular brand. (Price com- 
petition among those who post the prices 
is conditioned by their numbers and by 
the “open price system,” through which 
the level and structure of prices are 
adjusted.) Blocked entry removes the 
pressure on prices that additional retail- 
ers would create. 


THE ECONOMICS OF DISTILLED SPIRITS 
RETAILING AND MANDATORY RESALE 
PricE MAINTENANCE 


The dimensions of results in the mar- 
ket take the form of retailer costs, prices, 
margins, profits, and, in the present case, 
the “going price” of the license, which is 
a significant cost of entry for the prospec- 
tive retailer. Like other economic data, 
the material is not conducive to full and 
final answers, but the evidence is at least 
suggestive of the results which emerge 


from mandatory resale price mainte- 
nance and license limitation. 


Margins and Prices 


Margins for 83 brands of distilled 
spirits sold in the northern trading area 
of California during 1950 (the last full 
year before price control) were ana- 
lyzed.!® The brands were chosen in order 
to include the bulk of any retailer's 
sales volume. The minimum resale bot- 
tle price to the consumer and correspond- 
ing bottle cost to the retailer for a four- 
fifths quart of each brand for every 
month were noted. Markups were cal- 
culated as a percentage of sales price. 

Of the 83 brands, the “Big Four” 
(Schenley, Seagram, National Distillers, 
and Hiram Walker) owned 44, while 18 
others owned the remaining 39 brands. 
Although there are no comparative fig- 
ures available on the dollar volume for 
each brand, it is not unreasonable to sup- 
pose that concentration on this basis is 
even higher. Approximately half of all 
the brands owned by the 18 companies 
were Scotch and rum, products not as 
popular with the American consumer as 
bonded, straight, or blended whiskies. 
On the other hand, 29 of the 42 brands 
in the latter group were owned by the 
“Big Four.” Even among these, the con- 
centration by dollar volume would un- 
doubtedly be higher than the concentra- 
tion by ownership of brands.”° 

The analysis of the sample revealed 
but small variation of gross profit mar- 
gins among the various kinds of distilled 
spirits, as well as within each kind. The 
gross margin range for all brands during 
the year was 19 to 25 per cent for all 


* Prices were obtained from the Beverage Industry 
News, Jan.-Dec., 1950. 

” In 1948 it was said that the “Big Four” made half 
the whiskey, held about 60 percent of the inven- 
tories, and did 75 percent of the business in the 
country. Fortune, “Seagram in the Chips,” 38:97, 
September, 1948. 
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kinds and 21 to 25 per cent for bonded, 
straight, and blended whiskies (excluding 
one 31 per cent margin for one brand 
of straight whiskey which held for only 
a month and then returned the next 
month to its previous level of 23 per 
cent). 

There was a total of 22 wholesale and 
retail price changes, involving 11 differ- 
ent brands, during the year. Of these, 13 
were wholesale price changes, 6 up and 
» down.?4 There were 4 upward retail 
price changes, 5 downward. Seventeen of 
the price changes took place before July 
(the beginning of the Korean War), and 
only five took place between July and 
December. Just one of the latter was a 
retail price change, and that was in an 
upward direction. 

Discounts were offered to retailers on 
18 different brands during the year. The 
length of time for which each discount 
was effective varied from one to eight 
months. The discounts offered for pur- 
chases of 2- to g-case lots had little effect 
in widening gross margins for the heavy 
volume items (bonded, straight, and 
blended whiskies); on the other hand, 
discounts for 25- to 100-case lots in- 
creased margins from 21 to 25 per cent 
(excluding the 31 per cent for the one 
brand for one month) to go to 34 per 
cent. Margins on gin and Scotch were 
widened at most by 4 per cent for pur- 
chases of 25-case lots. 


Discounts of 10 per cent were offered - 


to consumers for case lot purchases in 
six instances, for periods varying from 
one to five months. These discounts, 
taken together with the nine retail price 
changes during 1950, point to an extreme 


™ The Board of Equalization does not require that 
wholesale price changes or wholesale discounts of- 
fered be published; however, it is the practice of 
wholesalers to publish their changes. It is possible 
that the number of wholesale price changes during 
1950 is somewhat greater than the number found 
in the price guides. 


tranquillity in retail prices. Costs to 
the retailer were relatively more active; 
13 wholesale price changes and quantity 
discounts for 18 brands were recorded. 

The observation that mandatory resale 
price maintenance and a stable price 
level are found together was also made 
by Charles H. Hession. In his study of 
two years of mandatory resale price main- . 
tenance in New York, he discovered that 
the level of prices did not change appre- 
ciably during that time.”? A stable price 
level also seems to be the case in Cali- 
fornia. 

The analysis of gross margins suggests 
that their width has become “usual and 
customary;” even so, there seems to have 
been some desire to establish a minimum 
margin by law. The 1951 legislature 
passed a bill which would have governed 
margins of wholesalers and retailers.” 
Under its provisions, no retailer could 
sell any brand of distilled spirits when his 
tax-paid cost, or tax-paid replacement 
cost, exceeded 80 per cent of his selling 
price. Thus the bill (pocket-vetoed by 
the governor) would have established a 
minimum 20 per cent gross margin on 
sales for retailers and for wholesalers, 10 
per cent. 

A comparison of the price level for 
distilled spirits in California with those 
in other states is contained in a study 
conducted by the State Board of Equali- 
zation in November 1952 (see Table 1). 
Prices are ex tax. States where distribu- 
tion is a state monopoly were excluded, 
since it was impossible to eliminate their 
particular form of tax—the profits from 
sales. The variation in the total number 
of states appearing for different brands is 
due to failure to procure prices of certain 
brands from some states. All prices shown 
are for a four-fifths quart. 

* Op. cit., p. 709. 

* AB 2816, Legislature of the State of California,. 
1951. 
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TABLE 1 
PRICES OF DISTILLED SPIRITS COMPARED TO OTHER STATES* 


$ Diff. Over % Diff. Over 
Min. Price Min. Price 
Calif. 
Max Min. Calif. Max. Calif. Max. Calif. Rank Among 
Type Price Price Price Price Price Price Price States 
Bond 
Brand No. 1 $7.43 $5.19 $7.06 $2.24 $1.87 43 .36 7/27 
2 7.44 5.23 7.04 2.21 1.81 42 35 10/27 
Straight 
Brand No. 1 5.51 4.06 5.21 1.45 1.15 36 .28 9/25 
2 4.69 3.39 4.33 1.30 94 38 28 11/29 
Blends 
Brand No. 1 3.93 2.79 3.77 1.14 .98 Al 35 8/30 
2 4.40 3.19 4.14 1.21 95 38 30 10/28 
4.74 3.64 4.52 1.10 88 30 24 5/29 
Scotch 
Brand No. 1 8.35 6.54 7.29 1.81 75 28 ll 15/27 
- 2 6.45 4.88 5.80 1.57 92 32 .19 19/28 
um 
Brand No. 1 4.76 3.05 3.99 1.71 94 56 31 15/28 
ye 
Brand No. 1 7.08 5.47 6.67 1.61 1.20 .29 .22 10/27 
in 
Brand No. 1 4.29 2.86 3.72 1.43 86 .50 30 8/28 
2 4.43 2.94 3.83 1.49 89 51 .30 10/27 


* Based on State Board of Equalization, Alcohclic Beverage Prices and Taxes in the Several States, Sacra- 


mento, November 1952. 


The maximum and minimum prices 
for each of the 13 brands for which prices 
were obtained are in the first two col- 
umns of Table 1. The California price 
ex tax appears in the third column. The 
following four columns show the ab- 
solute and relative differences between 
the maximum and minimum prices and 
between the California and minimum 
prices. The last column indicates the 
position of California among the states 
ranked by descending order of prices. 

Prices in California for bonded, 
straight, and blended whiskies range 
from 24 to 36 per cent over the mini- 
mum, while the maximum prices are 30 
to 43 per cent over the minimum. In 
the other types, California prices range 
from 11 per cent over the minimum for 
one brand of Scotch to 30 per cent for 
both brands of gin. The maximum prices 
for these other types range from 28 to 51 
per cent over the minimum. 


New Mexico had the highest prices for 
nine brands, South Dakota for three, and 
North Dakota for one. Mandatory resale 
price maintenance is in effect in New 
Mexico and voluntary resale price main- 
tenance is found in the other two states. 
The lowest prices were found in Mis- 
souri in eight instances, the District of 
Columbia in four, and Texas in one. 
There is no resale price maintenance of 
either type in these three areas. 


Earnings 
In order to estimate the net returns, a 
sample of 74 retailers was drawn at ran- 


~ dom from the files of the State Board of 


Equalization. These retailers operated 
101 outlets, held 1.1 per cent of the off- 
sale distilled spirits licenses outstanding, 


™* New Mexico has a provision in its liquor control 
act which declares illegal any contracts, filed under 
its mandatory resale price maintenance law, which 
provides returns in excess of 3314 percent of retail 
sales price. New Mex. Stats. 1941 Ann. 61-904 (1942). 
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and made 2.4 per cent of the distilled 
spirits sales in 1949.” 

The retailers in the sample cannot be 
regarded as “typical.” In order to impute 
net incomes to sales of distilled spirits 
without great error, the sample was 
drawn only from those licensees for 
whom distilled spirits sales comprised at 
least 70 per cent of total sales. Of the re- 
maining 30 per cent, an unknown por- 
tion was undoubtedly in wine, which is 
subject to mandatory resale price main- 
tenance, and beer, which is generally sold 
under contract. The atypical nature of 
the sample was clear when it was noted 
that only 3 per cent of all distilled spirits 
retailers reported sales over $70,000, 
while 16 per cent of the retailers in the 
sample were in that category. 

The retailers were divided according 
to their geographical location into three 
areas—Los Angeles, San Francisco, and 
“Other Areas.” Before looking at the re- 
turns that the retailers in these areas 
reported, one might ask what sort of 
competitive situation they were facing. 
With no price competition among out- 
lets allowed by the state, the number of 
retailers sharing the business in an area 
becomes particularly important. ‘The Los 
Angeles area had one outlet for every 
1,236 persons; the San Francisco area, 
one outlet for every 895 persons; and 
“Other Areas,” one for every 1,180 per- 
sons. 

The measures of central tendency of 
the distribution of net returns per sales 
dollar for the irms in the sample were 
calculated, with deficit firms both in- 

* For this part of the study, it appeared more feasi- 
ble, after an investigation of state sales and income 
tax records, to use data for 1949 rather than 1950. 
The discrepancy in time between these and the gross 
margins data analyzed in the preceding section does 
not appear serious, since there was no significant 
change in the latter between the two years. 

Gross sales data were supplied by the Sales and Use 


Tax Division of the State Board of Equalization and 
net incomes by the State Franchise Tax Board. 


cluded and excluded. (With assured mar- 
gins and blocked entry, an argument 
could be made for excluding deficit 
firms.) Five of the retailers reported net 
losses for 1949—two in the San Francisco 
area, three in “Other Areas.” It is in- 
teresting to note that one retailer report- 
ing a deficit also indicated elsewhere in 


his return that he had realized $12,400 — 


in capital gains from the sale of licenses. 

The mean net returns per sales dollar 
of firms reporting positive income was 
approximately ten cents in each of the 
three areas, while the median was nine 
cents. The weighted arithmetic means 
for firms showing positive income were 
dispersed, with approximately seven, 
eight, and ten cents in the “Other Areas,” 
San Francisco and Los Angeles areas re- 
spectively. The arithmetic means for the 
San Francisco and “Other Areas,” includ- 
ing the deficit firms, were roughly nine 
and eight cents respectively, while the 
medians were just the opposite—eight 
and nine cents. The weighted arithmetic 
means, with deficit firms included, were 
approximately seven cents for the San 
Francisco and five cents for the “Other 
Areas.” Deficit firms with large sales vol- 
umes account for the difference between 
the simple and weighted arithmetic 
means in the San Francisco and “Other 
Areas.” Whatever measure is used, the 
Los Angeles area comes out better than 
the other two when all firms are included, 
and about the same as the others when 
only firms reporting positive income are 
considered. 


THE LICENSE TRANSFER, ITs ECONOMIC 
IMPLICATIONS 


When the transfer of a license is made, 
a statement of the consideration for the 
license must be filed both with the 
County Recorder and the State Board of 
Equalization. As no official verification is 
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made, it was necessary to rely on assur- 
ances of industry sources that the figures 
in the sample taken for this part of the 
study were roughly correct. 

Los Angeles County demonstrates 
more consistency in transfer considera- 
tions than do the other counties. Since 
licenses can be transferred only on an 
intra-county basis, and since approxi- 
mately 40 per cent of the state’s off-sale 
general licenses are in Los Angeles, the 
market is better established there. In 
fact, it is said that license brokers can 
quote a “going price” for a license on a 
given day. Reported considerations for 
licenses in Los Angeles County ranged 
from $4,000 in 1946 to $10,000 in 1950. 
The range for the sample as a whole 
varied from $3,500 in 1945 to $10,500 in 
1951; but 80.8 per cent of the licenses fell 
in the range of more than $4,000 but less 
than $7,000. The median license sold for 
$5,000, and the average license was sold 
for roughly the same price. 

By this method of transfer, not only 
must a prospective retailer qualify for a 
license, but he must pay a premium to 
get it. Since the annual license fee varies 
from $110 to $750 per year, depending 
upon the dollar volume of sales, an en- 
trant buying a license on the market for 
$5,000 pays from $4,250 to $4,890 in 
excess of what he will pay the state an- 
nually in the future. 

In effect, this method of transfer has 
capitalized a monopoly position brought 
about by the limitation of licenses even 
though the license remains a privilege, as 
specified in the State Constitution, and, 


despite its value, has not become prop-" 


erty for tax purposes.”* Even the invest- 
ment of a violator of the Alcoholic Bev- 
erage Control Act is protected by the 
board, with its practice of indefinite sus- 


* Roehm v. County of Orange, 32 Cal. 2d 280. The 
County Assessor had added the value of liquor 
licenses to the personal property tax roll. 


pension. (Instead of revoking a license, 
the Board of Equalization often suspends 
it indefinitely and lifts the suspension 
only for purposes of transfer.) In effect, 
this policy invites the violator to transfer 
his license and realize the “going price.” 


SoME FINAL COMMENTS 


The evidence leaves little doubt that 
a stable price level for distilled spirits has 
been achieved in California through 
mandatory resale price maintenance and 
license limitation, which have discour- 
aged “... the temptations of cheap 
liquor due to cutthroat competition. 
. . «27 Even under the assumption that 
a stable price level is desirable, the Cali- 
fornia pattern of regulation invites criti- 
cism. If the state demands vertical price 
control, it would seem unwise for it to 
abdicate responsibility for the “reason- 
ableness” of the prices posted. This is 
especially true when the regulations re- 
quire an “open-price” system that assures 
that the price behavior of the few-seller 
structure at the distilling level is trans- 
mitted, unimpaired by any uncertainty 
of competitors’ price actions and reac- 
tions, to the many-seller retail level. The 
cost of a license suggests that the retailers 
find the margins satisfactory. As Professor 
Hession has asked and quite rightly, “. . . 
can the community rely on private in- 
terests which have been wholly or partly 
released from competitive controls to es- 
tablish prices which will promote them 
[social objectives]?”’2® 

The limitation of licenses to those out- 
standing is completely arbitrary as far as 
any economic criteria are concerned, es- 
pecially so since the freeze is on a county 
basis, while actual market areas are not 
delimited by political boundaries. Dif- 
ferential rates of population growth have 


* U.S. v. Frankfort Distilleries, 324 U.S. 293 (1945). 
* Hession, op. cit., p. 719. 
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caused wide disparities in the license- 
population ratios. Limitation of licenses 
coupled with the method of transfer 
between private parties has brought spec- 
ulation in licenses, has exerted upward 
pressure on the price level (return on in- 
vestment in the license must be earned), 
and has capitalized a monopoly position 
for retailers. 

Maintenance of the vertical distribu- 
tive sequence may also be questioned. 
That real economies are being thwarted 
is suggested by the distillers’ use of “mis- 
sionary-men,” who are restricted by law 
to extolling the virtues of the product 
only; actual sales are reserved to the 
wholesaler. 

Finally, whether a stable price level 
really must be present for the protection 
of the public health, welfare, and morals 
is an economic problem of price elastic- 
ity and income elasticity of demand by 
the consumers for the product. The term 
stable price level implies that the average 
level of prices over time does not vary so 
significantly, income and tastes remain- 
ing the same, that there are relatively 
large changes in volume sold. If social 
objectives epitomized in the desire to 
avoid “... the temptations of cheap 


liquor due to cutthroat competition” 


are realized the average price level 
must be higher than if “cutthroat compe- 
tition” were allowed. (There are no 
longer price cutters to bring the average 
down.) If mandatory resale price main- 
tenance accomplishes this objective, it 
does not mean necessarily that temper- 
ance is enhanced (consumption reduced), 
and it certainly does mean that resource 


allocation is distorted. But it could be’ 


argued that good resource allocation is 
incompatible with the promotion of tem- 
perance. Whether or not the assertion is 
true depends on the relevant price elas- 
ticity and income elasticity of demand for 
distilled spirits. If a high price elasticity 
were combined with a low income elas- 
ticity, reduced consumption would re- 
sult. If a low price elasticity were com- 
bined with a high income elasticity, 
reduced consumption would not result. 
If the elasticities were both elastic or 
both inelastic, consumption would be 
both promoted and reduced over time; 
the net effect would depend on the rela- 
tive size of the elasticities producing 
these tendencies. The evidence brought 
out in this paper would seem to urge a 
determination of these elasticities for the 
information of the legislature and the 
courts. 
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URING the past few years the super- 
D market industry has had a rapid 
growth in the merchandising of non-food 
lines. Supermarket operators have discov- 
ered that their customers welcome the 
opportunity to purchase such items as 
housewares, health and beauty aids, pet 
supplies, stationery, and a few men’s and 
women’s wear items. Rising overhead 
costs have induced supermarket operators 
to handle non-food products on which 
they may realize a gross profit of from 25 
to 40 per cent as contrasted with the usual 
gross profit on food items ranging from 
17 per cent down to sometimes, on some 
items as low as 6 or 7 per cent. 

An indication of the importance placed 
on non-food products was revealed by a 
survey conducted by Supermarket News. 
When supermarket owners and chain ex- 
ecutives were asked, “Are Non-Food 
Lines Becoming More or Less Important 
to Supermarkets?”’, 97 per cent replied 
that they are becoming more important. 
Additionally, more than nine out of ten 
firms reported that they planned to in- 
crease their stores’ emphasis on non-foods 
during 1953.7 

Evidence of the growth of non-foods in 
supermarkets was revealed by a recent 
study conducted by the A. C. Nielsen 
Company. This study showed that dur- 
ing the first half of 1953, food stores ac- 
counted for 43 per cent of the combined 
volume of 15 drug and toiletry groups, 
including dentifrices, shampoos, head- 
ache remedies, laxatives, hair tonics, etc. 


* Super Market News, November 3, 1952, Page 6. 
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MERCHANDISING NON-FOOD ITEMS 
THROUGH SUPER MARKETS 


JOHN D. HORN 


House of Huston, Inc. 


This compares with 34 per cent only two 
years ago.” 

Large supermarkets are not alone in 
jumping on the non-foods bandwagon. 
Superettes and small food stores have 
done likewise. While in number there 
are many more superettes and small 
stores, on a percentage basis the picture 
is not quite so impressive as for large su- 
permarkets. (See Table 1.) 

The growth of non-foods in supermar- 
kets has been most rapid since the end of 
World War II, although many non-food 
items have been sold in grocery outlets 
for a number of years. (The country store, 
which is extensively a food store, is one 
of the class of outlets which has been en- 
gaged in the sale of non-foods for a con- 
siderable number of years.) This recent, 
rapid growth has been to a considerable 
extent the result of a number of market- 
ing techniques designed to make it easy 
for supermarket operators to enter new 
fields where they have had little experi- 
ence. The most important of these tech- 
niques are: (1) Rack Jobbing; (2) Manu- 
facturer’s Rack Service; (3) Leased De- 
partments. 


RACK JOBBING 


The term “Rack Jobber” generally re- 
fers to a firm which installs floor racks in 


- supermarkets to display a specific line of 


merchandise that is delivered to each 
store directly from the firm’s own ware- 
house. The Rack Jobber has come into 
existence where grocery store operators 
found that they had neither the experi- 
ence nor the facilities to appraise the 


* Super Market Merchandising, July 1953, Page 9. 
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TABLE 1 
PER CENT OF STORES HANDLING SPEcIFIC Non-Foop ITEMs 
Super Markets Supereties Small Stores All Stores 
Housewares 
65 23 13 26 
67 31 15 31 
62 24 16 28 
Drugs and Toiletries 
1. 16% 58% 53% 59% 
e 48 40 27 36 
1] 81 71 68 71 
55 34 27 35 
Textile Products 
45 26 25 29 
r- 44 45 44 
of 27 15 14 16 
d Miscellaneous 
ts 63% 27% 23% 32% 
e 75 52 46 54 
85 84 72 79 
1e Magazines (general line)................... 48 14 7 17 
22 11 3 9 
n- 
t, Source: Facts in Food and Grocery Distribution. 20th Annual Survey published by Progressive Grocer (1953) 
market for certain types of non-food the rack.) Finally, he would set in motion 
' items and were reluctant to use their lim- the service operation which has come to 
wd ited warehouse facilities to stock these be known as “Rack Jobbing’. Specifi- 
" products. This provided an opportunity cally, the Rack Jobber would perform 
b- for the Rack Jobber to offer a service the following functions: 
which, at one stroke, solved both of these , 
u- problems 1. Buying. The store owner would 
ai Let us see how a typical early Rack Job- — it up to the Rack Jobber to place on 
ber operated. First of all, he would rent rack only those items which he judged 
warehouse space and stock it with numer- WOuld have quick turnover. The rack op- 
™ ous products in a specific field (perhaps OT, 1m return, would usually guaran- 
™ housewares or health and beauty aids). tee the sale of these items so the super- 
of Secondly, he would buy a few trucks in ™arket did not have to worry about losses 
+h order to make store deliveries on a regu- if certain products did not move. 
e lar schedule. Then he would persuade a 2. Warehousing. The rack operator 
to few hundred grocery outlets (usually self- would maintain one warehouse for all 
- service stores of the supermarket and su- stores in the area. This reduced the 
ri. perette type) to permit him to install amount of money tied up in inventory 
he floor racks on which his line of merchan- since the retailer was required to pay for 
dise could be displayed. (Usually the only the amount of stock placed on his 
7 store was required to place a deposit for rack. 
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3. Price Marking. All items were 
priced at the Rack Jobber’s warehouse, 
thereby eliminating price marking cost 
for the retailer. 

4. Store Delivery. The rack operator 
would deliver the merchandise directly 
to the store, if necessary, in less than case 
lots. 


THE Use oF RACK JOBBERS 


Naturally there was a considerable cost 
involved in performing the rack jobbing 
function. The result was that the super- 
markets could not always under this ar- 
rangement make the full profit available 
when they undertook the job themselves. 
The difference usually amounted to be- 
tween 5 and 8 per cent with the super- 
markets receiving a discount of around 
25 per cent rather than the go to 33 1/3 
per cent usually granted on these non- 
food lines. 

Soon after the larger supermarket op- 
erators became acquainted with the type 
of merchandise being sold from the racks, 
some of them began to set up buying and 
warehouse facilities of their own. Thus, 
they felt they could increase their profit 
by a few percentage points. At this stage, 
the rack operators contended that a su- 
permarket, whether chain or independ- 
ent, could make a larger profit by utiliz- 
ing the facilities of a Rack Jobber. Their 
arguments were based on the following 
assumptions: 


1. A store will sell more merchandise 
if a non-food department is serviced by 
an “outside specialist” who is expert in 
the marketing of those products. 

2. The store requires a small invest- 
ment in inventory, thereby releasing 
capital for other purposes. 

3. The rack operator can perform the 
services of buying, warehousing, deliv- 
ery, price-marking, etc., more economi- 
cally than even a regional chain. 


Some chains agreed and continued do- 
ing business with rack jobbers. Many, 
however, reasoned that they would rather 
invest a larger amount of money in in- 
ventory and labor because they believed 
that the extra margin available by direct 
buying would compensate for these draw- 
backs. Furthermore, they believed that 
they would soon develop the skills and 
knowledge required to approach the 
maximum sales potential on these prod- 
ucts. 

The use of rack jobbers appears to de- 
pend principally upon the size of the op- 
erator and the type of merchandise. For 
example, Table 2 shows a strong correla- 


TABLE 2 
HEALTH AND BEAuty AIDS 
Percentage of Super Markets Buying Direct 
from Manufacturers (1951) 


SalesGroup Estimated* Per Cent of Companies 
Volume in Number of Buying Direct from 
Millions Stores in Chain Manufacturer 

Upto $1 1 store 27% 

$1 to $5 1 to 4 stores 46 

$5 to $15 5 to 12 stores 63 

$15to$40 13to25stores 64 

Over $40 26 to 300 stores 80 


Source: The Super Market Industry Speaks. Super 
Market Institute (1951), page 17. 


*Estimated number of stores in sales group is 
based on the writer’s estimate of approximate sales 
volume per outlet and other industry knowledge. 


tion between the size of a chain and the 
likelihood of its buying Health and 
Beauty Aids direct from the manufac- 
turer. 

There were some lines of non-food 
items where even many of the larger 
chains utilized rack jobbers. These lines 
include housewares, toys, dry goods, ap- 
pliances, etc. 

The entrance of housewares into super- 
market and superette merchandising of- 
fered both an opportunity and a prob- 
lem. It was found that food stores could 
sell large quantities of egg beaters, frying 
pans, can openers and other kitchen uten- 
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sils. Sales were surprising . . . at least 
for the first three or four weeks. Then the 
volume took a decided dip. Finally, if the 
same products were allowed to remain on 
display for several months, sales on many 
items slowed to a walk. The reason was 
simply that those particular items had 
reached a saturation point with the 
store’s Customers. 

Here was a situation where a Rack 
Jobber could offer a valuable service. He 
could arrange for a continuous rotation 
of certain items and thereby maintain the 
high rate of movement of the early weeks 
of sale. Supermarkets are set up for vol- 
ume sales, and usually do not want to be 
bothered with an item after it slows 
down. Moreover, they were not, in many 
cases, equipped to warehouse several 
hundred items in order to have a large 
enough line to draw perhaps 60 to 100 
products for display at any one time. The 
result was that many health and beauty 
aids rack jobbers began handling house- 
wares items. Later, others entered this 
field in order to get in on an operation 
which promised to be much more per- 
manent than rack jobbing of some other 
lines. 

The system for rotation of housewares 
is as follows: First, the Rack Jobber re- 
ceives authorization from the chain or in- 
dependent supermarket to merchandise 
a few hundred items from the rack. Not 
all of these products are displayed at once, 
however. Only about 60 to 100 items are 
placed on the rack at one time. As some 
of them become “stale” (slow down in 
movement), they are removed and re- 
placed by other housewares products. By 
repeating this process over and over, it is 
possible to maintain a high rate of vol- 
ume per square foot. 


MANUFACTURERS RACK SERVICE 


A few manufacturers of extensive lines 
of non-food products have adapted the 


rack-jobber technique to the merchan- 
dising of their own products. Since manu- 
facturers operate on a wider profit mar- 
gin than jobbers when they handle their 
own distribution, it has been possible for 
them, in some cases, to give this extra 
service without cutting into the super- 
market’s percentage of profit. 

A case in point is House of Huston, 


Inc., Miami, Florida. Before entering the © 


supermarket field, this firm marketed a 
line of pet care items nationally through 
drug stores, department stores and pet 
shops. About two and a half years ago, 
they began extensive tests to determine 
whether or not supermarkets were suit- 
able outlets for pet accessories (dog clean- 
ers, flea powders, feeding bowls, collars, 
catnip toys, canary sprays, etc.). The test 
results were encouraging. They found, 
for example, that one supermarket sold 
as much pet merchandise as 14 drug 
stores. With this encouragement, House 
of Huston, Inc., moved into the super- 
market field on a national scale. By set- 
ting up a plan for rack service, this com- 
pany has been able to achieve national 
distribution in over 300 supermarket 
chains and thousands of individually 
owned grocery outlets. The firm now has 
warehouse facilities and truck operations 
in every major city from coast to coast. 
Here are some of the aspects of House 


of Huston’s program for marketing pet 


accessories in supermarkets. 


1. Each store is furnished with a floor 
rack, identified by a sign which 
reads, “PAL PET SHOP Featuring 
Superior House of Huston Prod- 
ucts.” 

2. These stands are serviced on a reg- 
ular schedule by driver-salesmen 
who carry refill merchandise right 
with them in their trucks. The 
larger stores are visited weekly 
while the smaller stores receive serv- 
ice every two or three weeks. 
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3. All items are price-marked at the 
company’s plants. 

4. The line includes more than 150 pet 
products. The slower moving and 
seasonal items are rotated on a reg- 
ular schedule. For example, a cer- 
tain pet toy may move very well for 
a few weeks and then slow down. 
At this point, it is removed from the 
rack and replaced by another pet 
toy. 

Seasonal items are pushed harder 
in the season when they are in great- 
est demand. As an _ illustration, 
Christmas Stockings are made up 
during the holiday season. Flea pow- 
ders, on the other hand, are stocked 
all year, but they receive the choice 
display spot only during the sum- 
mer months. 

5. Dealers are allowed a gross profit of 
33'/s per cent. This isalmost double 
the amount received on average 
items in their stores. 


With this system of store service and 
rotation of items, the average super- 
market is able to achieve a complete 
stock turn about g or 10 times per year. 

To maintain this turnover rate on pet 
supplies House of Huston uses the fol- 
lowing techniques: 


1. The Company provides displays in 
five different sizes and varieties. 
They range from a double floor 
stand installation containing mer- 
chandise worth $450 to a “Shelf 
Tray” installation requiring only 
$34.51 worth of stock at retail. 


Thus, if a store’s volume (with re-~ 


sulting stock turn) does not meas- 
ure up to original estimates, the 
driver-salesman substitutes asmaller 
display. 

2. House of Huston requires its driver- 
salesmen to maintain a route book 
showing the amount of the original 


installation and every subsequent 
refill order. The firm’s supervisors 
and divisional managers are in- 
structed to review these route sheets 
once a month to compare the store’s 
movement with the dollar value of 
the installation. If the initial in- 
ventory is out of line, the route- 
man is asked to adjust the situation 
with either a smaller or larger stand. 


LEASED DEPARTMENTS 


Leased departments are not new to 
the supermarket industry. Indeed, some 
of the earliest supermarkets were founded 
on the principle of renting out conces- 
sion departments such as meats, produce 
and bakery. It was inevitable that varia- 
tions of this technique should be used for 
introducing non-foods into some outlets. 
It eliminates much of the guess-work 
involved in opening a new department, 
since the firms which lease the space for 
these departments are expert in the mer- 
chandising of their own specific lines. 

To show how these leased departments 
are operated, Packaged Apparel, Inc., In- 
dianapolis, Indiana, affords a good illus- 
tration. This firm merchandises a line of 
soft goods including men’s and women’s 
clothing, infants’ and children’s wear, 
sports clothing, etc. Its items are dis- 
played on specially designed self-service 
fixtures supplied by the concessionaire. 
Dressing rooms are usually made avail- 
able for customers. 

Most of the items are packaged in the 
company’s own warehouses. Cellophane 
bags are most frequently used. The de- 
scription, size and price are printed on a 
bag top sealer. In addition to the pack- 
aged items, a hanging stock of dresses, 
sports coats, jackets, etc., is also carried. 
All departments are staffed with hostesses 
who assist customers, collect their cash 
and keep the department in order. 
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The lease is usually arranged on a per- 
centage basis with the store receiving a 
minimum annual guarantee. 

Wherever Packaged Apparel depart- 
ments have been set up, it has soon be- 
come obvious that service is the keynote 
of soft-goods merchandising. The dis- 
plays must be checked and stocked con- 
tinually. Fast-moving items are stocked 
at least once a week, while slower-mov- 
ing merchandise is rotated or removed. 
New items must be introduced constantly 
to maintain the interest of repeat traffic 
in the displays.* 

While still in the experimental stage 
the success of these soft-goods leased de- 
partments in large supermarkets has 
been encouraging. Weekly sales volume 
per square foot varies from $6 to $10. 
Packaged Apparel, Inc., is now servicing 
departments in several chains in the In- 
dianapolis area, including Stop and Shop 
and the Standard Food Division of Na- 
tional Tea Company. This firm does not 
consider it practical to open departments 
in stores which will not devote a mini- 
mum of 600 to 800 square feet of space 
to the department. 


OTHER METHODS 


Although outside rack service and 
leased departments have accelerated the 
growth of non-foods in supermarkets, 
they are not the only channels through 
which grocery operators are able to pro- 
cure and merchandise non-food items. 
As mentioned previously, many chains 
are purchasing a considerable number of 
their non-food items direct from the man- 
ufacturer. This requires a greater effort 
and investment on the part of the chain, 
but it also results, in some cases, in 
higher profit margins or lower retail 


“Super Market Merchandising, Page 96, April 
1953- 


prices. The present feeling among execu- 
tives of the larger chains appears to be 
that the rack jobber is on the way out 
except for small chains and independ- 
ents. In a clinic held by McCall’s Maga- 
zine during August 1953, a panel of four 
supermarket executives and four manu- 
facturers decided that “big supermarket 


chains will turn away from rack jobbers" 


to deal directly with manufacturers of 
soft-goods in order to reduce costs.’ 

Many chains and wholesalers are now 
purchasing non-food items through bro- 
kers in much the same manner as they buy 
the food products of manufacturers who 
do not have their own sales forces to 
maintain contact with chain buyers. A 
case in point is the line of Morgan-Jones 
household cottons. This firm utilizes 
brokers to sell its pre-packaged dish 
towels and other household cottons to 
supermarkets. 

Established wholesalers are other 
sources for non-food items. For example, 
44 per cent of all supermarkets studied 
during 1952 obtained some of their 
health and beauty aids from wholesalers. 
Wholesalers furnished 58 per cent of the 
stores with their stationery needs and 61 
per cent their paper specialties. Even 
men’s and children’s underwear showed 
more than half the stores using whole- 
salers as a source of supply.® 

In addition, manufacturers are coop- 
erating and organizing mutual sales agen- 
cies as a means of introducing their lines 
to supermarkets. For example, a group 
of twelve manufacturers of housewares, 
stationery, and toys has been working to- 
gether in Cleveland, under the name of 
Ohio Associated Manufacturers. 

Numerous other companies have been 
organized to sell non-food merchandise 
to supermarkets and food stores. One 


5 Super Market News, August 10, 1953, Page 22. 
* Super Market News, November 3, 1952, Page 6. 
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such firm is Economaid Brands, Inc., of 
New York. This company devotes its ef- 
forts primarily to promotional items in 
the housewares category. 


SUMMARY 


The future for non-foods in super- 
markets appears very bright, even though 
a few chains and some independent op- 
erators are still reluctant to give these 
lines a great deal of importance in their 
stores. Much research must be conducted 
to determine the marketing techniques 
which best lend themselves to self-service 
merchandising of non-food lines. Great 
strides in this direction are being made 


by both manufacturers and grocery re- 
tailers. It seems reasonable to conclude 
that there probably will be a heavy em- 
phasis on the servicing of non-food de- 
partments, since non-food items do not, 
in general, fit into the same category as 
grocery products. It is difficult to predict 
the extent to which the servicing of these 
departments will be handled by the man- 
ufacturer or if the chains will do it them- 
selves. Probably both methods will be 
used, depending on the type of line be- 
ing merchandised. Also, it would appear 
that the rack jobber will continue to 
service at least the independent and 
small chain supermarket field. 
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“PRODUCTIVITY OF | 
FOOD MARKETING PERSONNEL\ 


By MARTIN KRIESBERG and R. W. HOECKER 
U. S. Department of Agriculture 


ITHIN recent years there has been re- 
newed concern over marketing costs 

and the productivity of people engaged 
in distribution activities. Discussions on 
productivity in marketing have been 
mostly concerned with ways of measur- 
ing the overall efficiency of the marketing 
system at present as against previous 
years, or in comparison with the system 
of production.’ The emphasis has usually 
been on ways of demonstrating that mar- 
keting costs are down (or up) rather than 
on ways of lowering costs. Research to 
uncover ways of reducing distribution 
costs has been concerned largely with 
selling aspects of marketing. Thus stud- 
ies have been made on the efficiency of 
alternative advertising media and copy 
slants, on incentive plans for salesmen, 
and on the effectiveness of various kinds 
of promotions and merchandising ideas. 
While such research is important, it 
fails to take into account the costs in- 
curred in the physical distribution of the 
merchandise from the sources of pro- 
duction to the consumer. This physical 


. work is done by warehousemen, proces- 


sors and order selectors, sorters and grad- 
ers, delivery truck drivers and helpers, 
stock clerks and carry-out boys, packers 
and wrappers. These are the “blue col- 
lar” workers in the distribution indus- 
tries; their tasks are without glamour, 
but they are essential to the movement 
of goods from producers to consumers. 
*See, for example, Cox, R., “Meaning and Meas- 
urement of Productivity in Marketing,” and Alder- 


son, “A Formula for Measuring Productivity in Dis- 
tribution,” JOUR. OF MARKETING, April 1948. 


New Concern Over LABOR 
PRODUCTIVITY 


Two forces have tended to focus at- 
tention on the productivity of these 
groups of people. First is the recent rev- 
olution in food marketing which finds 
expression in the giant self-service super- 
markets. The trend toward customer 
selection from massive arrays of merchan- 
dise has emphasized that today’s retail 
and wholesale establishments are distri- 
bution depots, and a principal cost of 
such operations is the physical handling 
of the vast amount of goods bought and 
sold. The second factor has been the re- 
cent employment picture. Rapidly rising 
wages have sent labor. costs up; yet tight 
labor markets in many areas have limited 
the choice of people who could be re- 
cruited for the various jobs. Thus a 
greater effort has been made to develop 
available personnel to their fullest cap- 
abilities. 


Factors AFFECTING LABOR 
PRODUCTIVITY 


Labor productivity, i.e., output per 
man-hour, is affected by four factors: (1) 
The equipment, materials and layout 
available to the worker; (2) the work 
methods used in performing particular 
tasks; (3) the degree of skill which the 
worker attains in the job and (4) the na- 
ture and extent of his motivation to per- 
form well on the job. Research on the 
first two factors traces back to studies by 
Taylor and the use of motion and time 
study methods. Research on the second 
two factors is of more recent origin, be- 
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ginning with the Western Electric stud- 
ies of Mayo and Roethlisberger and the 
use of attitudinal measures. Most of this 
research has been done in industrial or- 
ganizations; until recently, there has 
been little systematic study of produc- 
tivity in marketing organizations. 

Recent research undertaken by the 
U. S. Department of Agriculture in con- 
nection with the marketing of food and 
other farm products has demonstrated 
that productivity of people engaged in 
such operations can be increased con- 
siderably and that marketing costs can 
be reduced significantly. This paper takes 
up, in turn, the four factors which affect 
worker productivity, citing the kinds of 
studies that have been made in food 
marketing and suggesting additional 
lines of inquiry. This discussion is lim- 
ited to retailing and wholesaling seg- 
ments of the food marketing channel, 
where, for most items, more than 50 per 
cent of the marketing costs occur. How- 
ever, many of the specialized functions 
connected with marketing food products, 
such as candling of eggs and grading and 
prepackaging of certain fruits and vege- 
tables, have proved amenable to similar 
study and comparable increases in pro- 
ductivity. 


INCREASED MECHANIZATION AND BETTER 
Work METHODS 


One way in which labor productivity 
in food marketing can be increased is by 
increasing mechanization of specific op- 
erations. A number of studies conducted 
by USDA have shown that productivity 
in many food marketing operations can 
be increased by the utilization of new or 
better mechanical equipment. Examples 
of research in this area are studies. on 
handling groceries and meats in retail 
food stores.2 To reduce the amount of 


* Marketing Research Report No. 7, “Some Im- 
proved Methods of Handling Groceries in Self-Serv- 


manual labor involved in handling gro- 
ceries, conveyors were introduced and 
used to move merchandise from delivery 
truck to store room; and a leaf-type slid- 
ing shelf was developed to support mer- 
chandise at the display shelves at a height 
which eliminated much of the body- 
bending connected with placing mer- 


_chandise on display shelves. Similarly, 


mechanical innovations were designed to 
save effort in meat handling operations: 
A foot pedal was introduced to open 
doors to cooler rooms, foot-operated 
switches were added to power saws, and 
a meat-hook stabilizer was developed for 
use in receiving and holding meat. In an- 
other study, an improved check-out 
counter was designed for self-service 
food stores which increased by 38 percent 
the number of orders checked out per 
hour, as compared with usual methods.’ 

Although the introduction of new ma- 
terials equipment and layout usually in- 
volves changes in operating procedures, 
better work methods can also be de- 
veloped which do not require changes in 
existing facilities. Simplifying work, min- 
imizing energy expended, and balancing 
crews in group operations are some of 
the means of increasing the productivity 
of people engaged in marketing opera- 
tions without introducing new equip- 
ment. USDA research has presented many 
examples of how such principles were 
applied to increase productivity in food 
marketing. 

In assembling orders in grocery ware- 
houses, for example, productivity is in- 


_creased by properly arranging stocks and 


using a pattern of selecting items of mer- 
chandise so that, for any given order, the 


ice Retail Food Stores”; MRR No. 41, “Receiving, 
Blocking, and Cutting Meats in Retail Food Stores;” 
MRR No. 44, “Packaging and Displaying Meats in 
Self-Service Meat Markets.” U. S. Dept. Agriculture. 

* Agriculture Information Bulletin No. 31, “The 
Check-Out Operation in Self-Service Retail Food 
Stores,” U. S. Dept. of Agri. 
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selector is likely to have less distance to 
cover and less distance to move the ton- 
nage assembled. Greater efficiency in 
wholesale grocery operations is obtained 
also by balancing crews and the mate- 
rials-handling equipment they use. Hav- 
ing proper balance minimizes the stand- 
by time of some members of a crew while 
others are doing a preceding operation 
or returning with needed equipment.t 
Productivity of personnel engaged in 
prepackaging meats for self-service retail- 
ing is increased by positioning materials 
and equipment in such fashion as to min- 
imize time and energy used in reaching. 
In grocery handling operations, produc- 
tivity is increased by work methods such 
as: Opening a case of merchandise by 
running a knife blade around the four 
sides rather than turning the case four 
times; stacking merchandise onto store 
display shelves by using two hands rather 
than passing each unit of merchandise 
from one hand to the other. 

Improved equipment and operating 
procedures are developed by the appli- 
cation of principles of motion economy 
such as: (1) Relieve hands of work which 
can be done py a foot, a conveyor, or a 
holding device; (2) position tools, mate- 
rials, and work surfaces to minimize 
hand, arm, and body movement; (3) de- 
velop a rhythmic pattern of work which 
is comfortable and convenient and uti- 
-lizes both hands; (4) eliminate operations 
which can be avoided or which can be 
done in combination with essential tasks; 
(5) make use of gravity and mechanical 
power rather than human effort, where 
possible; (6) minimize nonproduction 
motions and gross body movements; (7) 
balance crews in group operations to 
minimize stand-by time and idle equip- 
ment. 


* Marketing Research Report No. 13, “Methods of 
Handling and Delivering Orders Used by Some 
Leading Wholesale Grocers,” U. S. Dept. Agri. 


INSTILLING MorE SKILL AND MOTIVATION 


While research on the utilization of 
better equipment and operating proce- 
dures in food marketing operations has 
been relatively little and late in its devel- 
opment, there has been an even greater 
dearth of research on how to impart 
more skill and motivation to personnel 
engaged in such tasks. Yet trade paper 
writers and convention speakers con- 
stantly cite the problem of inadequately 
trained and motivated employees in dis- 
tributive organizations.® 

Recent research conducted by several 
universities in organizations other than 
distributive enterprises has indicated 
the dimensions of the problem and has 
suggested some answers for people en- 
gaged in marketing. An increase in the 
general levels of skill among people per- 
forming particular marketing operations 
might result from any one or all of the 
following activities: (1) More precise de- 
termination of applicants’ (or employ- 
ees’) abilities; (2) better descriptions of 
jobs to be done and of the requirements 
for the job; (3) better care in matching 
individual abilities and interests to job 
requirements; (4) better methods of 
training, initially and while on the job. 

Although personnel people in distrib- 
utive, as well as manufacturing organi- 
zations, are familiar with aptitude tests 
and other devices for screening appli- 
cants, little has been done to determine 
what kind of people are needed for the 
different jobs in stores and warehouses. 
Some firms have obtained valuable in- 


* See, for example, remarks by S. W. Davis, Presi- 
dent of Brockton Public Markets; G. H. Copper, 
President of National Biscuit Co., and Elwin Klei- 
hauer, Personnel Director of Humpty Dumpty Super 
Markets, at Supermarket Institute, Proceedings of 
the 14th Convention; see also articles by A. J. Long, 
Jr., “Our Managers are Executives,” Chain Store 
Age, June 1951, and G. T. Gronvese, V. P. Dunlop 
& Associates, “Personnel Training Cuts Packaging 
Costs,” Distribution Age, May 1953- 
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formation in this connection from their 
own records. For example, an examina- 
tion of records showed one supermarket 
organization that, to reduce turnover 
and improve performance among women 
employees, the two most important cri- 
teria to consider in hiring were age (over 
25 years) and a stable work history. A 
high school education (or better) and 
married status were not related to better 
performance.® 

Since high turnover rates increase 
costs and reduce efficiency, it is important 
in the food marketing business to de- 
velop more knowledge about the kinds 
of people who are most likely to make 
good as warehousemen, delivery truck 
drivers, retail food store clerks, cashiers, 
and store managers. Research can obtain 
the basic information, but, since people’s 
abilities, their relationship with other 
workers, and the requirements of a job 
are subject to change, the task of match- 
ing people with jobs is one of continuous 
assessment, evaluation, and decision. 

An initial study was conducted by 
; USDA to improve productivity of check- 
3 out counter cashiers by better training 

methods.” Two methods of training were 
iM tested: One relied principally on written 
memoranda and store manager com- 
ments; the other emphasized employee 
participation. Highlights of the improved 
performance obtained by the latter train- 
ing method are: 28 per cent greater ad- 
herence to a suggested new procedure; 6 
per cent improvement in following es- 
es tablished procedures; 22 per cent im- 

“ provement in practice of courtesy to cus- 

a tomers. Better utilization of time on the 
7 job and greater satisfaction with the in- 
. struction received were also noted. 


*Food Topics, May 26, 1952, Nick Newman re- 
porting on a study at Hinky Dinky Stores. 

™ Marketing Research Report No. 48, “Improving 
the Performance of Retail Food Store Cashiers 
Through Better Training.” U. S. Dept. Agri. 


The USDA experiment suggests that 
training to improve employee perform- 
ance is likely to be more effective when 
the following principles are applied: (1) 
Give employees a sense of participation 
in the program; (2) dramatize the impor- 
tant points in the material covered; (3) 
utilize group conferences to gain agree- 
ment on courses of action; (4) follow up 
after training to re-affirm interest and 
evaluate performance. 

Helping employees attain the highest 
level of skill possible on the job goes 
hand in hand with the task of motivating 
them to do their best. While problems of 
employee morale and the human rela- 
tions aspects of supervision have been re- 
ceiving the attention of industrial man- 
agement people, those engaged in dis- 
tributive enterprises have lagged in 
studying such problems. Practical opera- 
tors talk about the problem in many 
ways, but most frequently they decry em- 
ployees’ lack of pride in the work or in 
achieving high productivity; a failure to 
do anything beyond the work specifically 
requested; and a lack of interest in work 
or self-improvement. 

How can management in the food dis- 
tribution industries obtain the proper 
outlook on the part of employees? The 
promise of higher wages or advancement 
to better positions is not feasible in many 
organizations and for most operators. 
The threat of firing is limited by prob- 
lems of replacement, by the employee’s 
feeling that he could probably get an- 
other job, and, in some situations, by 
union contracts. Moreover, there is some 
question whether the “carrot” or the 
“whip” approach, thus applied, are ef- 
fective devices for motivating people to 
do their best. 

Recent studies in other industries offer 
new insights into the problem and sug- 
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gest new approaches to its solution.® 
Rasi- to many of the studies is the con- 
cep. .! the organization in which people 
wor as a social system, and the conclu- 
sion that a key to the behavior of workers 
is in their relationship to other people 
in the organization, particularly the work 
group of which they are a part. More 
specifically, research in human relations 
suggests that the following courses of ac- 
tion will contribute to increased em- 
ployee motivation: (1) Develop measures 
or standards of performance which are 
understood by and acceptable to employ- 
ees. (2) Employ some system of recogniz- 
ing and rewarding good work and high 
productivity as well as penalizing poor 
work and low productivit:. Such a sys- 
tem should take into account alternative 
kinds of recognition and penalties and 
their relationship to the individual’s po- 
sition within the organization and par- 
ticularly within his work group. (3) Ob- 
tain employees’ agreement on goals for 
the organization and for the sub-group of 
which they are a part, and obtain per- 
sonal involvement in achieving the goals. 
(4) Foster employee participation in 
planning work and determining changes 
in job procedures or working relation- 
ships. (5) Create a working environment 
which is conducive to personal security, 
both economic and social, taking into ac- 
count the factors which employees con- 
sider most important in this regard. 
The feasibility and practical value of 
establishing standards of performance 
for marketing operations is indicated in 
a USDA study dealing with truck drivers 
*Some of the most significant contributions in 
this area are those based on studies conducted by 
the Division of Research, Harvard Business School, 
and The Institute for Social Research, Michigan Uni- 
versity. Harvard’s studies have been mostly con- 
cerned with factory operations; Michigan’s have 


been broader, but neither has developed the field 
of distributive enterprises. 


of wholesale grocers.® A method of evalu- 
ating driver performance was long sought 
by the industry since direct supervision is 
not possible for them as it is for factory 
workers, and prevailing wage systems for 
the drivers are often based on hours 
worked plus overtime. The method de- 
veloped by USDA establishes a “normal” 
or average time for covering a given 
route against which the actual time taken - 
by the driver might be compared. Nor- 
mal route time, when computed, takes 
into account the principal variables af- 
fecting delivery time: namely, miles trav- 
eled, number of stops made, tonnage and 
value of orders delivered and whether 
the route is in a city or open country. 
Typical comments by wholesalers who 
had put the procedure into practice 
were: “All drivers attained ‘normal’ time 
within a week” (thus raising the over-all 
average of the drivers) and “drivers re- 
duced their route time an hour a day, on 
the average.” 

The value of establishing standards of 
performance has been generally recog- 
nized. Most workers want to know what 
is expected of them and are anxious to 
live up to production requirements. 
An announced standard of performance 
gives operators a goal toward which to 
work and is thus a stimulus to better per- 
formance. It should be recognized that 
some concept of a “fair day’s work” 
guides most workers. In the absence of a 
standard set by management (or where 
management’s standard appears arbitrary 
or unjust) a group of workers are likely 
to have an informal understanding 
among themselves of what should consti- 
tute a day’s work. A great deal more 
needs to be done to establish objective 
and acceptable performance guides for 


® Martin Kriesberg, “Procedure for Measuring Em- 
ployee Productivity,” Advanced Management, Au- 


gust 1952. 
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workers in many food marketing oper- 
ations. 

Research carried on in industrial or- 
ganizations suggests approaches to em- 
ployee relations in distributive organiza- 
tions which may contribute toward in- 
creased motivation. A conclusion drawn 
from many of the studies thus far re- 
ported is that good performance is likely 
to be obtained where employees are “‘ego 
satisfied”, where the individual and his 
work are given recognition and held as 
something worthwhile.’ With this con- 
cept as a starting point, studies note that 
the informal working relationships and 
the cohesiveness of small work groups 
may be utilized in behalf of the over-all 
organization and its goals. For example, 
group conferences which permit more 


- employee participation in decisions di- 


rectly affecting their work are said to 
help obtain employee agreement on com- 
pany goals, and evoke the group’s sanc- 
tion against employees who do not con- 

*“Motivational Dimensions of Administration,” 


a chapter in America’s Manpower Crisis, Chicago, 
Public Administration Service, 1952. 


form to decisions made on implementing 
those objectives. 


CONCLUSION 


Research on new equipment, better 
work methods, and improved organiza- 
tion of work groups has made possible 
tremendous gains in the productivity of 
people working on farms, as well as in 
factories. It is likely that comparable ef- 
forts devoted to marketing would simi- 
larly increase the productivity of peo- 
ple engaged in distributive enterprises. 
While studies to develop and utilize bet- 
ter equipment and work methods fre- 
quently show more immediate results, 
the importance of obtaining adequate 
skill and motivation cannot be over- 
looked. When new equipment is not 
properly used and improved procedures 
are not consistently followed, or are fol- 
lowed for a short time and then aban- 
doned, the returns expected are not fully 
realized. Human relations engineering 
should go hand in hand with equipment 
and methods study to increase productiv- 
ity of people engaged in marketing ac- 
tivities. 
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The Forum 


EDWIN H. LEWIS, University of Minnesota 


EDITOR’S NOTE 


HEN the Notes and Communications 
W ection first appeared in the July, 
1940, issue of the JOURNAL the editor com- 
mented that the purposes of the section were 
three: “First, it will provide an outlet for 
brief discussions too short to be published 
as main papers, yet containing worth-while 
data and analysis. Second, a channel is now 
available for comments upon papers in pre- 
ceding issues. Third, other matters of gen- 
eral interest . . . which do not properly be- 
long among the AMA Notes will now also 
have a place.” 

The decision to change the name of the 
section to the Forum does not represent a 
basic change in editorial policy. Rather, it is 
intended to emphasize that this section is, 
in fact, a medium of open discussion. Read- 
ers are invited, as before, to comment on ma- 
terials that have appeared in previous issues, 
and authors will be given the opportunity 
to clarify their positions and amplify their 
original remarks whenever these are appro- 
priate. 

Frequently, those engaged in various 
types of marketing research develop new 
techniques or special applications of re- 
search techniques which could be used by 
others. These often are fairly simple and 
could be described in a relatively short note. 
In addition, researchers often are faced with 
common problems in a particular field of 
research. Successful methods of meeting 
these problems, as related to either domestic 


or foreign marketing, would be of interest to 
JOURNAL readers working in these fields. 
The Forum section also can be an effective 
sounding board for brief statements of ten- 
tative or preliminary generalizations, theo- 
ries, and points of view relating to various 
controversial aspects of marketing. This in- 
terchange of ideas, points of view, and meth- 
ods should help to strengthen marketing re- 
search and enhance our understanding of 
the field of marketing. 

We shall also continue to publish in this 
section significant and properly documented 
marketing data and material which is of a 
more limited nature than that published in 
the articles section of the JOURNAL. Some ex- 
amples of such material are the high lights 
of unpublished research, items of historical 
interest, and analyses of marketing data 
which add to our store of knowledge. 


Eprtor’s Note on “Matched Samples” 
by Allan Greenberg 


Due to a printing error the “Matched 
Samples” article by Allan Greenberg in the 
January, 1954 issue was confusing in parts. 
On page 244, the table beginning with 
“OLD PRODUCT” and the next para- 
graph “If the samples... any further 
measurements” should have been printed 
as part of Footnote g instead of being in 
the text. Corrected reprints are available 
from the author. 
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REGRET that I did not, until now, get 
I around to reading the article in the July 
JOURNAL OF MARKETING by George Riddle 
entitled, “Validity of Readership Studies.” 

Mr. Riddle is continuing an old and 
hopeless battle against mail readership sur- 
veys. Just to consider a few points, Mr. 
Riddle assumes that anyone who has sent 
an inquiry from either an advertisement or 
an article in a business paper is a “known 
reader” of that paper. He forgot to define 
what he means by “reader” and to say that 
what the single inquiry proves, at best, is 
that the inquirer looked at certain pages 
of a single issue of that magazine. As many 
studies have proved, the turnover of readers 
(as distinct from recipients) of a given mag- 
azine is very great. 

Moreover, those who have studied in- 
quiries from advertising are well aware that 
many of the men in whose names inquiries 
are made as a result of advertising, and this 
is particularly true of business paper adver- 
tising, are sent in by “juniors” in the names 
of their superiors. So Mr. Riddle’s “known 
readers” may have been quite diluted. 

In his Case History Number 2 he points 
out that when a given magazine increased 
its frequency from bimonthly to monthly 
the proportion of “known readers” who 
stated, on the basis of an unaided-recall 
questionnaire, that they read the magazine, 
increased from 47.3% to 56.7%. Anyone 
with experience in readership studies would 
take this for granted. It is a function of 
publishing frequency. 

There have been a number of studies 
which correlate personal interview studies 
with mail studies of readership. It is well 
recognized that although unaided-recall 


questionnaires may deflate readership data, 


questionnaires that aid recall, such as list- 
ing magazines,—inflate estimates of reader- 
ship to a much greater degree. 

Under Mr. Riddle’s subcaption “Case 
History Number 3—1952” he gives data for 
about five different magazines. I should be 
interested to know the size of the samples 
in this case. I would expect that some were 


VALIDITY OF READERSHIP STUDIES 


rather small. Mr. Riddle certainly has not 
proved that there is a wide variation in the 
extent to which the readership of different 
magazines is understated or overstated in 
the same study. 

When Mr. Riddle discusses the ARF per- 
sonal interview studies he fails to point out 
that the qualifying requirements under 
these ARF studies are quite rigid. The 
“qualifying kits” themselves require a 
rather high memory level of the respond- 
ents. 

It is perfectly obvious that magazine 
readership studies include several pitfalls. 
However, high coefficients of correlation 
have been shown to exist between mail and 
personal interview studies—the latter being 
the closest it has been possible to get, on the 
basis of a reasonably adequate sample, to 
actual behavior. No one who understands 
the field tries to project mail readership 
studies to total audiences. The figures are 
internally comparable only. 


J. W. Mason 


Wilson, Haight, Welch & Grover, Inc. 
Hartford, Connecticut 


REJOINDER 


Mr. Mason is mistaken in asserting that I 
forgot to define a reader in my paper in 
the July issue of THE JOURNAL. A precise 
definition appears on page 27, immediately 
following the sub-head “Do respondents 
omit publications which they actually 
read?” He is correct in inferring that the 
definition is in terms of reading “at least 
one item in a single issue” of the publica- 
tion involved. This identical concept has 
been employed by Alfred Politz in conduct- 
ing claimed audience studies for Life maga- 
zine and other consumer media. It is also 
employed by the Advertising Research 
Foundation in reporting total claimed au- 
diences for a given publication. Politz’ justi- 
fication of this concept is too long to quote 
here, but may be found on pages 157 to 159 
of Life’s recent report, “A Study of Four 
Media.” 
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By way of contrast, the customary mail 
questionnaire provides no definition what- 
ever of a reader or of reading. Thus, each 
respondent is compelled to formulate his 
personal definition in the process of trying 
to answer the questionnaire. Likewise, each 
user of the results of such questionnaires is 
obliged to postulate some subjective defini- 
tion of his own. This lack of uniformity in 
defining a basic concept is scarcely compati- 
ble with sound research. 

Mr. Mason asserts that “many” inquiries 
made as a result of business paper advertis- 
ing “are sent in by ‘juniors’ in the names of 
their superiors”. My own investigations 
have indicated that the number of such 
cases is extremely few, and that when they 
do occur the “junior” is thoroughly familiar 
with his “senior’s” interests and is acting 
under specific instructions. If Mr. Mason 
has positive evidence to support his use of 
the word “many” in this connection, he 
would render a service to advertisers and 
publishers alike by making it public. Does 
Mr. Mason also have evidence to prove that 
mail-readership questionnaires are never 
answered by “juniors’’? 

I share Mr. Mason’s opinion that “aid-re- 
call” questionnaires, which list magazines 
by name, probably inflate estimates of read- 
ership. It is also my opinion that “unaided- 
recall” or “open-end” questionnaires inflate 
as well as deflate readership. To the best 
of my knowledge, the existence of such in- 
flation has never been specifically tested, 
or its size measured, against behavior cri- 
teria. Hence it remains only an opinion. In 


- the meantime, my own conclusion is that 


neither aid-recall nor open questionnaires 
develop dependable readership facts. 

The number of questionnaires returned 
by “known readers” of the various publica- 
tions cited in Case History #3 was as follows: 
Magazine A, 180; Magazine B, 142; Maga- 
zine C, 67; Magazine D, 26; Magazine E, 13. 
The variation is due to differences in the 
number of coupons “pulled” by the differ- 
ent magazines, since the percentage return 
of questionnaires by each group was reason- 
ably constant. I called attention to the small 
sample in the case of Magazine E in foot- 


note g. These quantities, including those 
for Magazine E, compare favorably with the 
number of “mentions” of specific publica- 
tions in many mail studies and with the 
number of “noted” and “read-most” scores 
for specific advertisements in the Starch 
studies. In practice these have been used as 
the basis for media and copy decisions by 
hard-pressed advertising men. If Mr. Mason 
is not satisfied, on the basis of the single test 
which I reported, that there is a wide varia- 
tion in understatement among different 
magazines in the same study, he might con- 
sider the possibility of repeating the experi- 
ment among some group of publications of 
his own selection. 

With all due respect to the ARF’s “quali- 
fying kit” device, I do not share Mr. Ma- 
son’s opinion that it can properly be de- 
scribed as a “rigid” requirement. I have not 
attempted to calculate in terms of mathe- 
matical probability the extent to which a 
non-reader of the issue studied could never- 
theless succeed in “passing” the test simply 
because of a chance selection among current 
and unpublished items. However, it would 
seem on the surface to be too high to war- 
rant use of the term “rigid”. Furthermore, 
even this partial protection has not been 
adopted in other commonly used interview 
procedures, and it is not adaptable at all 
to mail questionnaires. 

I am aware that high coefficients of cor- 
relation have been shown to exist between 
mail and personal interview studies. These 
correlations, however, merely measure one 
form of statement against another. Such 
correlations may show consistency of results, 
but do not prove their validity. This ap- 
proach misses the whole point of my article, 
which is that neither interviews nor mail 
questionnaires have been correlated with 
known behavior. The fact that correlations 
of the latter type may be difficult to estab- 
lish scarcely justifies continued avoidance 
of the problem. To sweep the dust under 
the carpet is not an effective method of 
cleaning house. 

I do not share Mr. Mason’s opinion that 
the results of personal interview studies are 
“the closest it has been possible to get” to 
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the facts of readership. How an advertiser 
can use behavior criteria to get closer to the 
readership facts of his own advertising is a 
very practical problem. It is the subject of 
a second manuscript which I have prepared. 

Mr. Mason charges me with “continuing 
an old and hopeless battle against mail read- 
ership surveys”. The only battle of which I 
am cognizant is the battle for greater ac- 
curacy and validity in advertising research. 


That battle is certainly an old one. It will 
become hopeless only when the advertising 
profession loses the characteristically Amer- 
ican spirit of dissatisfaction with the status 
quo. I don’t believe that state has yet been 
reached. 


GrorceE W. N. RIDDLE 


Putman Publishing Company 
New York City 


WHICH RECALL AID WILL OBTAIN 
RELIABLE INFORMATION? 


s shown in various studies, it is exceed- 
A ingly difficult to obtain a valid meas- 
ure of memory and recall in the readership 
of publications. Articles and advertisments 
may have been read, but when interviewed, 
the respondent cannot or does not give a 
correct answer. This difficulty has been dis- 
cussed by Nafziger, Riddle and others in the 
JOURNAL OF MARKETING and other publica- 
tions. Nafziger,1 discussing the hazards of 
faulty recall and possible lack of candor in 
both aided and unaided recall, concludes 
that “‘no one appears to know how much 
closer to the facts the ‘don’t point’ school 
of thought comes than the ‘pointers’. Per- 
haps the truth lies somewhere between the 
two.” 

Riddle,? in his paper using coupon re- 
turns as evidence of proven readership, 
states: “We find simple forgetfulness present 
all of the time. We find indications of a 
desire to conform to whatever the respond- 
ent feels is expected of him. We find a tend- 
ency to misinterpert the question, as in the 


instance of the respondent who thought he ~ 


was expected to mention only magazines 
which he paid for, or thought he paid for. 
We find that publications which ‘look dif- 
ferent’ either inside or outside are likely to 


‘Ralph O. Nafziger, “Problems of Reader-Interest 
Surveys,” JOURNAL OF MARKETING, April, 1945. 

*George W. N. Riddle, “Validity of Readership 
Studies,” JOURNAL OF MARKETING, July, 1953. 


be excluded from the respondent’s ‘frame of 
reference’.” 

The element of forgetfulness, or lack of 
candor, pertains not only to the reading, 
but also to the receiving of publications. 
In a personal interview study* among a 
group of physicians who were known to re- 
ceive two specific medical publications, A 
and B, the physicians were asked: 

“What medical publications do you now 

receive?” 

Those who did not mention the two specific 
publications were asked another question: 

“Do you receive any other medical publi- 

cations, perhaps those for which you do 

not subscribe and receive free?” 
The first was a typical unaided question. 
The second was an aided question. The re- 
sults were as follows: 


Publica- Publica- 


tion A tion B 
Receive publication, unaided 
response 71.9% 70.8% 
Receive publication, aided re- 
sponse 254% 23.6% 
Total who receive publication 97.3% 94.4% 
Publication not mentioned 2.7% 5.6% 


It is quite possible that the small percent- 
age who did not mention the publication 


* Theodore Caplow and John J. Raymond, unpub- 
lished study. 
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Ben Gaffin 
Uncorrected Corrected 
National Analysts Results Results 
Publication A (abstract-digest).................... 96.6% 64% 74% 
Publication B (original article).................4.. 90.0% 71% 82% 
Publication C (original article). 80.4% 86% 86% 


after being aided actually do not know that 
the publication is being delivered to them 
by the U.S. mails. 

The results of this study indicate that 
aided recall was helpful, in this instance, in 
bringing out the correct response and are 
confirmed by the following data taken from 
a mail survey conducted recently by the Re- 
search Department of Modern Medicine. 


“Do you receive Publication A?” Yes—97.4% 
No — 2.6% 
“Do you look at and read: 

Every issue 81.3% 
Every other issue 6.2% 

Many issues but fewer than every 
other one 9.3% 
Total who look at and read 96.8% 
None ~ 3.2% 


The non-receivers and the non-readers are 
both within the same range of percentages 
found in the first table. The small differ- 
ences in percentage points could be the re- 
sult of sampling errors. 

However, while the aids used in the fore- 
going examples did help to bring out a cor- 
rect response, similar aids did not appear 
to provide the same reliability in other 
surveys which have dealt with the memory 
recall factor. For example, surveys have been 
conducted by National Analysts of Phila- 
delphia* and Ben Gaffin & Associates® of 
Chicago. 


National Analysts asked: 


“We have been talking about ‘original 

article’ magazines such as B and C, and the 

‘abstract-digest’ types of medical journals 

such as A—which, if any, of these journals 

do you receive regularly?” 

* National Analysts, Inc., Medical Periodical Study, 
Modern Medicine, September, 1950. 

*Ben Gaffin and Associates, Physician Survey, 


Journal of American Medical Association, February, 
1953. 


Ben Gaffin asked: 


“Now here’s a list of 15 medical publica- . 
tions, which of these do you happen to re- 
ceive?” 


Both of these questions were of the aided- 
recall type. Both obtained different results 
as shown in table above. 

In the National Analysts case the aid was 
“original article” and “‘abstract-digest” type. 
In the Gaffin case a printed list of 15, titles 
was used, several of them official organs of 
national and specialty associations, in which 
many of the respondents are members. 

The sample in the National Analysts sur- 
vey was drawn from approximately 130,000 
physicians in active practice, 65 years of 
age and under. The sample in the Gaffin 
survey was drawn from approximately 
152,000 physicians, of all ages, in active 
practice. Since publications A and B were 
sent to the first group only, obviously there 
were about 22,000 in the Gaffin sample who 
could not truthfully say that they received 
them. Therefore, to place the figures on the 
same level as the National Analysts’ sample, 
the corrections shown in the table are 
needed. This means that there are 26 per 
cent and 18 per cent of the physicians re- 
ceiving publications A and B respectively 
who are not able to, or who do not recall or 
elect to recall that they receive the publi- 
cations. 

It is currently believed that the printed 
list is a recall aid that will provide reason- 
able, reliable, and factual information. The 
results of the Gaffin survey indicate that this 
is not entirely true. According to circula- 
tion statements of other publications on the 
list, it appears that respondents have failed 
to recall that they are received also. 

To examine another facet of aided recall, 
National Research Company conducted a 
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survey among physicians using a portfolio 
of advertisements appearing in two medical 
publications ®. Three of the advertisements 
appeared only in publication A; three in 
publication B; and two in both A and 
B. The physicians were asked: (1) If they 
could recall having seen the advertisements 
shown in the portfolio, and (2) Where they 
thought they had seen them. 


justified. Conflicting results, however, con- 
tinue to originate from reputable research 
firms who exercise strict control over the use 
of their data. This only serves to emphasize 
the fact that current research techniques 
leave something to be desired and that re- 
searchers are confronted with a very serious 
problem in recall research. 

Some control is needed against which to 


Where Physicians Stated They Had Seen the Advertisements 


Advertisements 
Appearing Onlyin A Total Recall A A&B B Cc Don’t Know 
No. 6 67% 6% 5% 18% 7% 64% 
No. 2 68% 5% 5% 16% 13% 61% 
No.7 76% 5% 4% 17% 11% 63% 
Where Physicians Stated They Had Seen the Advertisements 
Advertisements 
Appearing Onlyin B Total Recall B B&A A Cc Don't Know 
No. 8 34% 12% 5% 4% 13% 68% 
No. 5 49% 17% 3% 3% 14% 63% 
No. 3 49% 18% 9% 6% 8% 59% 
Where Physicians Stated They Had Seen the Advertisements 
Advertisements 
Appearing Onlyin A & B Total Recall A&B A B c Don’t Know 
No. 1 46% 3% 3% 9% 15% 65% 
No. 4 64% 5% 4% 17% 8% 65% 


It is apparent that the recall aid of a port- 
folio of tear sheets did not serve to obtain 
the correct response. 

A great deal of aided and unaided-recall 
research is being conducted in the country 
at this time. Much of it is being done for 
competitive publications. It is assumed that 
the organizations conducting the research 
are honest and sincere in their attempts to 
provide reliable measurements of reader- 
ship. The conflicting results that have ap- 
peared can only serve to discredit all re- 
search efforts. 

There are those who will attempt to jus- 
tify the results and blame the publishers for 
presenting only the data which make their 
publication appear to have the highest read- 
ership. Some of this criticism is undoubtedly 


* National Research Company, Medical Publica- 
tions Survey, Medical Economics, September, 1952. 


check respondents’ statements. The coupon 
return mentioned by Riddle is a help in 
proving that the article was at least seen by 
the respondent. The error factor in proven 
readership should be useful in the inter- 
pretation of results. 

It isn’t just a matter of “aid” or “not aid.” 
The failure to recall receiving or reading a 
publication is not, apparently, the result of 
any one thing such as faulty memory, lack 
of candor, or conscious or subconcious de- 
nial, but some combination of several fac- 
tors. Each study must take into considera- 
tion the “frame of reference” of respond- 
ents in order to be sure that this is properly 
recognized and classified. 


ALFRED W. HuBBARD 


Modern Medicine Publications 
Minneapolis 
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AN APPLICATION OF PROBABILITY 
SAMPLING TO RETAIL STORE 
CUSTOMER ANALYSIS 


LTHOUGH probability sampling may have 
A had limited use as a tool for store cus- 
tomer analysis, to this writer’s knowledge it 
has never been reported. Most surveys in- 
volving store customers have been devel- 
oped by interviewing customers on the 
street, stopping customers as they leave the 
store, or, when only one question is asked, 
by having store clerks ask it of each cus- 
tomer who makes a purchase. All the above 
methods place the responsibility of select- 
ing the respondent on the interviewer, or de- 
pend on a salesperson who has not been 
trained in the techniques of interviewing 
and who may have a negative or indifferent 
attitude with respect to the study. 

Community Studies was asked to find out 
the means of transportation used by store 
customers to reach the downtown area of 
Kansas City, Missouri, and to obtain certain 
additional information from them. If every 
customer who made a purchase on one of the 
selected sample days were interviewed, the 
cost would be prohibitive. However, by ap- 
plying a recognized sampling technique, 
which would give a high degree of accuracy, 
the cost could be kept at a reasonable level. 
One such recognized method is probability 
sampling. A most important advantage of 
this type of sampling is that the sampling 
variability can be measured. 

The universe in this study was all cus- 
tomers who made purchases in any of the co- 
operating downtown stores on each of the 
two sample days. It was impossible to esti- 
mate accurately the number of customers 
who would make a purchase on each of the 
sample days. However, since each sale was 
made by a sales clerk, the customer sample 
was obtained by making a random selection 
of the sales personnel of each store, exclud- 


*An individual store desiring information about 
the customers who did not purchase as well as those 
who did could apply this technique to all customers. 


ing lunchroom, beauty salon and other serv- 
ice groups. The interviewers obtained the 
required information from every customer 
who made a purchase from the clerks in the 
sample. 

The survey involved a random selec- 
tion of salespersons in each department of 
the store, so that a representative sample of 
all customers would be assured. Each inter- 
viewer was then assigned to a particular 
salesperson for a half-hour period. 

The interviews were conducted during 
the store hours on Thursday and Saturday. 
Each interviewer was able to contact a maxi- 
mum of 15 salespersons on Saturday and 
22 salespersons on Thursdays.? Estimates in- 
dicated that between 35 and 40 interviewers 
would be able to obtain a sufficient number 
of interviews to insure an adequate sample 
of customers. Each store was represented in 
the sample in direct proportion to the num- 
ber of salespersons employed. 

Before computing the sampling intervals 
used to draw the sample of salespersons for 
Thursday and Saturday, it was necessary to 
obtain the total sales employment from the 
cooperating stores, excluding part-time em- 
ployees who were not assigned to a particu- 
lar department on the sample day. The sam- 
pling interval was developed as follows: 


A = total sales employment for all coop- 
erating stores. 

B = number of interviewers. 

C = number of half-hour periods each in- 
terviewer was to work on the sample 


day. 
I = sampling interval. 
The: Is 


BXC 


? To obtain the number of salespersons per inter- 
view day, the store hours for each sample day were 
multiplied by two, since the interviewer was directed 
to remain one-half hour with each salesperson on 
the list. 
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The sampling interval of salespersons for 
Saturday’s survey was 1:4 and for Thursday 
1:3, which allowed for the possibility of 
some of the clerks being absent on the day 
of the survey. Although some clerks ap- 
peared in both samples, this occurred only 
by chance. 

Thirty-seven interviewers and ten super- 
visors and relief interviewers were employed 
to collect the data. Each interviewer was 
given a period of instruction during which 
the questionnaire was fully discussed to- 
gether with anticipated problems that might 
arise. Each interviewer was given an assign- 
ment sheet, ordinarily limited to one store 
area, which listed the salespersons to be con- 
tacted on the day of the survey. The store 
name, salespersons’ names, department and 
floor were given on each sheet. Each inter- 
viewer was directed to go to the assigned 
store before the store opened on the survey 
day and make contact with the first clerk on 
his list. He remained with each clerk for a 
half-hour and obtained an interview with 
every customer who made a purchase from 
the assigned clerk during the allotted period. 

Duplicate interviews were prevented by 
asking each respondent, “Have you been 
asked before how you came downtown to- 
day?” The bias that might result from some 
salespersons having more customers than 
others was not considered serious. The sam- 
ple was designed to counteract such a po- 
tential bias by obtaining a random selection 
of clerks, including those who were superior, 
mediocre and poor. A sample of clerks strati- 
fied by ability might have eliminated all pos- 
sible bias in this area, but the cost of analyz- 
ing the sales records of over 4,000 clerks did 
not seem justified. 


The reader can readily visualize some of 
the organizational problems which are en- 
countered in a study of this type. A few of 
the major obstacles are worth noting: 

1. The complete cooperation of the par- 
ticipating stores, of course, must be ob- 
tained. This may often be done by contact- 
ing a local merchants’ association and utiliz- 
ing its influence to reach the retailers. The 
selling problem then begins at the individ- 
ual retailer level. 

2. Permission to use the store’s personnel 
records must be obtained in order to make 
a random selection of salespersons. This is 
not always easy, since most retailers are re- 
luctant to divulge the names of their em- 
ployees. Also, since retail personnel records 
often are not up-to-date it is advisable, in 
most cases, to make the selection with the 
personnel director, eliminating the buyers 
and assistant buyers who do not sell and 
those salespersons no longer with the or- 
ganization. 

3. Most business people are not familiar 
with probability sampling and retailers are 
no exception. If at all possible, the retailers 
should be given a simple but adequate ex- 
planation of this technique. It is perhaps 
easier to sell probability sampling if the re- 
sults are presented in terms of “percentages” 
rather than in absolute numbers. 

Some indication of the accuracy of this 
sampling method is shown in the following 
table which presents the percentage distribu- 
tion of customers making purchases on 
Thursday, Friday, and Saturday, by method 
of transportation. 

The results of Friday’s complete cover- 
age and Thursday’s sample are almost iden- 
tical. The difference between the Friday and 


Method of Transportation Thursday Friday* Saturday 


* This was a count made by all salespersons who asked of all customers, at the completion of a purchase, 
how they came downtown. The results of the sample study are presented for Thursday and Saturday. 
+ Not differentiated or determined in Friday’s salespersons’ count. 
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Saturday results can be explained by the 
fact that most business offices operate on a 
5-day week, thus freeing automobiles on 
Saturday for use in downtown shopping. 
The percentages for the two sample days are 
well within the acceptable confidence limits. 
Additional support for the accuracy of this 
sampling method was found in two spot 
maps which were prepared from the ad- 
dresses obtained from the respondents and 
plotted by type of transportation. An analy- 
sis of these maps clearly indicated a repre- 
sentative geographical spread of the re- 
spondents throughout the Metropolitan 
Area of Kansas City® and a scattered cover- 
age of shoppers living beyond the Area. 
The use of this technique gives greater 


* The Standard Metropolitan Area as defined by 
the BUREAU OF THE CENSUS is as follows: Jack- 
son and Clay Counties in Missouri and Wyandotte 
and Johnson Counties in Kansas. 


control over the interviewing situation, the 
cost is relatively low; an adequate sample of 
customers is assured; customer information 
is obtained which can be applied to all cus- 
tomers and, above all, the sampling varia- 
bility can be measured according to the 
theory of probability. Most of the disad- 
vantages are operational and can be over- 
come by careful planning. In the writer’s 
opinion, this technique can be utilized ad- 
vantageously by department stores or other 
types of stores whose volume of business is 
relatively large and, in fact, by any organiza- 
tion desiring information about buying or 
non-buying customers either in large or 
small shopping areas. 


HAro L. JENKINS 


Community Studies, Inc. 
Kansas City, Missouri 


THE MARKET RESEARCH COUNCIL 
STUDENT AWARDS 


HE Market Research Council of New 

York recently announced the establish- 
ment of awards to encourage the study and 
teaching of marketing research. Five princi- 
pal cash awards of $100, and ten additional 
awards of $25, will be given to undergradu- 
ate students in 1954. One of the winners of 
a principal award will be brought to New 
York for a meeting of the Council, to meet 
the members and participate in their discus- 
sion. In addition, each of the fifteen students 
receiving an award will be given a certificate 
of achievement in marketing research, and 
the instructor who has nominated him will 
be presented with a certificate of teaching 
merit. Awards will be made by a committee 
on the basis of recommendations by instruc- 
tors and evidence of interest and accom- 
plishment in marketing research. 

The Market Research Council of New 
York was founded in 1927. Thus, it is the 
oldest association now active in its field, 
antedating the American Marketing Asso- 


ciation by over ten years. It was formed by a 
small group of men in New York who were 
practicing in the then very new field of mar- 
keting research. The primary purpose of 
the group was to provide a forum in which 
leading practitioners could meet to discuss 
common problems, exchange experiences, 
and develop ideas which would lead to im- 
proved procedures and standards. This ob- 
jective has been consistently maintained. 
The membership is still limited to a total of 
seventy-five, in spite of the great expansion 
which marketing research has enjoyed in 
recent years. In fact, the Council still re- 
tains its original policy of excluding women 
from membership to insure the maintenance 
of freedom for discussion! 

The story of the National Student Awards 
begins in the spring of 1952. H. M. Beville, 
then president of the Council, re-discovered 
the provision in the constitution that there 
should be a standing committee on Spe- 
cial Projects. When the organization was 
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founded, three of the major objectives writ- 
ten into the constitution were: 


“To stimulate scientific study and sound 
thinking in marketing research theory 
and practical application.” 

“To strive constantly for advancement in 
the techniques of fact finding, analysis and 
presentation.” 

“To encourage the study of marketing re- 
search as a profession in schools and col- 
leges.”” 


The duties of the standing Special Proj- 
ects Committee included: “To investigate 
and recommend special marketing research 
projects in which the Council may actively 
participate. Such projects must provide a 
worthwhile contribution to the marketing 
research profession.” 

A review of the history of the Council by 
Mr. Beville showed that, while Project Com- 
mittees had been appointed from time to 
time, not one single special project had 
ever been launched. Determined that some- 
thing be accomplished, he appointed the fol- 
lowing committee in May, 1952: C. W. 
Smith, Gerald Tasker, and Lyndon O. 
Brown, Chairman. In 1953, Arthur Frei- 
berg and D. B. Lucas were added to the 
group. 

After investigating various types of possi- 
ble projects, the Committee narrowed them 
down to three: (1) A “pure” research proj- 
ect designed to advance knowledge in some 
technical area; (2) A program of in-service 
training to develop an “internship” proce- 
dure among firms represented in Council 
membership; and (3) A scholarship, fellow- 
ship or prize award program for colleges and 
universities. Further study revealed that a 
“pure” research project, while clearly in 
keeping with the aims of the Council, is a 
will-o-the-wisp. The idea of an in-service 
training program appealed strongly to the 
Committee, but it was decided that this is 
impracticable at the present time. In the 
spring of 1953, the Committee recommended 
that the Council sponsor annual awards. For 
this first year, the cash awards are limited 
to undergraduate students. 

Teachers, as well as students, may be in- 


terested in learning the basic philosophy of 
this program—the “story behind the story.” 
The program stems from a deep conviction 
that progress in marketing research is made 
by people, not by techniques. While the pro- 
fessional convention orator waves his arms 
over claims of personal discovery of some 
new and startling technique of marketing 
research, our field progresses only as we have 
better personnel on the staffs of our research 
organizations. Techniques are of value only 
as tools in the hands of competent practi- 
tioners. A golden era of research at General 
Motors was not expressed in the equipment 
of the laboratories or in any mysterious 
secrets of research method, but rather in one 
man—Kettering—and the people he trained 
and led. 

It is an interesting commentary that an 
organization embracing in its membership 
many of the most mature and successful 
men in marketing research, who have been 
outstanding in their contribution to its prog- 
ress, should endorse the supremacy of man 
over method. By adopting this program, the 
Council expresses its belief that it can best 
discharge its obligations to the profession by 
doing what it can to help attract a better 
class of students, to stimulate their profes- 
sional interest, and to assist the teachers of 
marketing research. 

When the Council approved the program, 
it accepted the further recommendation that 
dues be raised sufficiently to insure the con- 
tinuation of the awards indefinitely on an 
annual basis. A special Scholarship Fund 
supported by voluntary contributions from 
members has also been established to “en- 
dow” the project and make future expan- 
sion possible. 

The future of this activity now depends 
on the response of teachers and students. If 
a large number of nominations of good 
quality are received, particularly in this first 
critical year, there can be little doubt that 
the Council will not only continue the pro- 
gram, but expand its scope. A wide geo- 
graphical spread in nominations, so that 
they are truly national, is highly desirable. 
Furthermore, it is hoped that a wide variety 
of institutions, small and large, in rural 
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areas and in metropolitan centers, and rep- 
resenting various types of educational pro- 
grams, will submit nominations. 

The first year’s program is frankly ex- 
perimental and it will undoubtedly improve 
with experience. It is the earnest desire of 
the Council to avoid any semblance of a 
“prize” competition. The plan is to reward 
deserving students on the basis of their dem- 
onstrated interest, performance and prom- 


ise in normal course work. The Commit- 
tee realizes that it will be difficult to be fair 
in making the awards on this basis. How- 
ever, if teachers will give us the benefit of 
their experience and counsel, we can surely 
iron out the “bugs.” 


LYNDON O. BROWN 


Dancer-Fitzgerald-Sample Inc. 
New York City 
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Research in Marketing 


DAVID A. REVZAN, Editor 


Editorial Staff: Seymour Banks, Leo Burnett Company, Inc.; RoBert BARTELS, Ohio State 
University; Epona Douctas, Iowa State College; Rosert J. HOLLowAy, University of Minne- 
sota; CHARLES H. Sevin, Department of Commerce. Initials of staff members, in brack- 
ets following subject headings, identify the reviewers of the individual items. 


[Editor’s note: Beginning with this issue, a 
new subject matter classification is introduced. 
An asterisk (*) after a subject matter heading 
indicates an addition to the previous classifi- 
cation. D. A. R.] 


List oF GENERAL HEADINGS 


1. Advertising 

2. Area Analysis* 
2A. Retail Trading Areas* 
2B. Wholesale Trading Areas* 
2C. Interregional Trade* 

. Bibliographies* 

. Buying and Purchasing* 

- Communication and Market News* 

. Costs and Efficiency 

. Customer Analysis 

7A. Business Customers* 
7B. Ultimate Consumers 

8. Financing 

g. Foreign Marketing (including Marketing by 
Domestic Firms in Foreign Countries, and 
International Trade) 

10. General Marketing Studies* 

11. Government Regulation 

12. History and Trends* 

13. Integration* 

14. Managerial Control] (including Accounting 
Control, Inventory Control, Statistical Con- 
trol)* 

15. Managerial Organization of Marketing Ac- 
tivities* 

16. Marketing of Specific Goods and Services 
16A. Agricultural Goods and Raw Materials 
16B. Industrial Goods 
16C. Manufactured Consumers’ Goods 
16D. Services 

17. Merchandising* 

18. Prices and Price Policies 

19. Related Subject Matter Fields* 

20. Research and Research Techniques 

21. Retailing 

22. Risk* 
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23. Sales Management (including Salesmanship) 

24. Sales and Economic Forecasts* 

25. Standardization and Grading* 

26. Statistical Data (including Sources, Types, 
Revisions and New Series) 

27. Storage 

28. Teaching of Marketing* 

29. Theory of Marketing (including Competi- 
tion) 

30. Transfer of Legal Possession* 

31. Transportation 

32. Wholesaling 

33- Unclassified 


1. ADVERTISING 


1.1 Gallup Tells What Makes a Good Ad on 
TV or in Print. Printers’ Ink, Nov. 6, 
1953» PP- 35°38: [8-B-] 

According to George Gallup, the most greatly 
overlooked opportunity in the presentation of 
sales ideas in advertising is that of advertising 
products. The public is very much interested in 
products, they read ads because they want to 
know what’s for sale and all about it. But there 
is too much advertising that starts out talking 
about something else that is presumably of 
great general interest to prospective consumers 
and then after an involved transition, finally 
gets around to admitting that something’s for 
sale. There are a million and one things about 
products that relate to the benefits to be secured 


rom buying them that are news. It’s up to the 


copy people to wring this information out of the 
production people who know the facts but don’t 
realize their value to advertising. 

One of the most interesting things about the 
whole question of advertising techniques is that 
the kind of advertising which is most effective 
is the kind that is approved by the general pub- 
lic. The ads that cause complaints by the public 
are those that miss the boat—the boastful ads, 
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the ones with the lack of proof, the ones that 
are cluttered up with ad-iness rather than per- 
forming the service for which advertising is 
ideally suited: telling people about the true 
benefits of merchandise. 

Gallup recommended that TV commercials 
should get right into the sales message; the 
tease-and-sell type of commercial has no impact. 
The best type of commercial is the problem and 
solution procedure, preferably demonstrated, 
either live or with animation. However the en- 
tertainment aspects of the commercial—and 
there is no reason why commercials should not 
have either drama or fun—should be functional, 
not merely used as attention getters. 


1.2 More Customers for Your Newspaper Ad- 
vertising. Allen B. Sikes, Advertising 
Agency and Advertising & Selling, Octo- 
ber, 1953, pp. 69-71 ff. [s.B.] 


After 12 years of maintaining the Continu- 
ous Study of Newspaper Reading, the Bureau of 
Advertising, American Newspaper Publishers 
Association decided to switch from gross reader- 
ship studies to an analysis of “who reads what?” 

Some preliminary findings of the exploratory 
research are as follows: 


Product versus Institutional ads: a supermar- 
ket had two advertisements of the same size, one 
a normal shopping ad emphasizing prices; the 
other emphasizing the sugar-baking ham the 
store sold and the quality of a few other items. 
The institutional ad got 36 per cent more read- 
ers than the product ad; the point is that all of 
these extra readers were made up of non-shop- 
pers. 

Readership of Local and National grocery ads: 
It was found that actual grocery shoppers read 
local grocery ads at a higher rate than was true 
for non-shoppers. This carries over to national 
grocery ads, shoppers reading more frequently 
than non-shoppers. There is also a correlation 
between readership of the two types of ads. 
Women readers of local grocery ads, shoppers as 
well as non-shoppers, read national grocery ads 
four times as frequently as women who did not 
read local grocery ads. 

Which does better with whom?: Two marga- 
rine ads provided an interesting comparison of 
types of readers selected by a particular head. 
A 600-line ad said “Save 10¢ on your next dozen 
eggs,” the other was a much larger ad head- 
lined “Why Farmers’ Wives Are Switching to 


Margarine.” The price-appeal ad was 75 per 
cent better in reaching users. On the other hand, 
the “Farmers’ Wives” ad was 25 per cent better 
in reaching non-users of margarine. 


1.2 Sales Without Newspapers. Business Week, 
Dec. 12, 1953, p. 50. [S.B.] 


The strike by AFL photoengravers in New 
York created a nice test of the question: Is 
newspaper advertising the retailers’ staff of life? 

The answer to the question so far is a clear no. 
New York City department stores did better in 
the week of December 5th, when the strike was 
on, than they did in the preceding week, when 
there was ne strike. And underscoring the fact 
that the strike made little difference; Philadel- 
phia, with no strike reported a drop of 4 per 
cent for the week ended December 5th, com- 
pared to the same week in 1952—only a bit 
better than the strike-bound city’s record. 

One thing seems certain. Retailers will know 
more about the drawing power of radio and TV 
than they knew before. The stores used both 
spots and programs but only to a small extent 
of the overall drop in newspaper advertising. 


1.3 Audience Study in Seven Mexican Cities. 
Reader’s Digest. (230 Park Avenue, New 
York 17, New York, November, 1953), 39 
pp. [R.J.H.] 


The Reader’s Digest has had several reader- 
ship studies conducted in the past year by In- 
ternational Public Opinion Research, Inc. One 
of these studies provides a measure of the num- 
ber of readers reached by each of six leading 
magazines in Mexico. A weighted sample of 
1,266 cases drawn from seven cities provided 
the data. According to the survey, Selecciones 
del Reader’s Digest stands out as a favorite. Of 
the cases reported, 24.6 per cent were readers of 
Reader’s Digest compared to 8.9 per cent for 
Life en Espanol. Other data in the report in- 
cluded breakdowns of readership by age, in- 
come, education, sex, etc. Characteristics and 
consumer habits of Mexican readers are also 
included in the report. Perhaps surprising, 96 
per cent of Selecciones’ readers enjoy the avail- 
ability of electricity. 

Readers may be interested in comparing the 
Reader's Digest survey with the Life survey. The 
Life survey was performed during 1953 by the 
Alfred Politz Research Company, 270 Park 
Avenue, New York 17, New York. 
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2. AREA ANALYSIS 


2.1 Canada Leads Rest of the World in Rate 
of Industrial Expansion. John Crichton, 
Advertising Age, September 28, 1953, 
pp. 73-81. [s.B.] 


Canada, geographically the third largest coun- 
try in the world, is expanding industrially at a 
rate unmatched by any other country. And con- 
sumer industries begin to catch up with the 
growth of basic industry, it is felt that the Do- 
minion is demonstrating the truth of a prophesy 
“The goth century belongs to Canada.” 

This article is a statistical summary of the 
Canadian economy. Even the casual reader will 
see that the cry today is: “go North, young 
man!” 

Some highlights of the analysis are: Real con- 
sumer spending is now 75 per cent above pre- 
war; it took Canada 21 years (from 1927 to 1948) 
to build her automobile and truck registrations 
from 1 million to 2, it took only 4 years to add 
the grd million; employment in non-agricultural 
industries is now about 100 per cent higher than 
in 1939; the French-speaking market is a major 
one and it has moved from the farms into the 
cities; the Canadian market is changing rapidly 
from its traditional pattern of general stores and 
small grocery stores; the Toronto area is one of 
the principal beneficiaries of Canadian growth: 
one-third of the entire Canadian buying power 
lies within a 100-mile radius of the city. 

One interesting note is the remark attributed 
to a Canadian advertising man: “The Canadian 
market is very similar to the American market, 
with certain pronounced differences. Americans 
sometimes fail to appreciate that the differences 
are frequently more significant than the simi- 
larities.” 


2.2 The Lush New Suburban Market. Fortune, 
November, 1953, pp. 128-131 ff. [s.B.] 


Fortune defines Suburbia as consisting of 
those metropolitan area census tracts in which 
two-thirds or more of its houses were owner-oc- 
cupied, and if the families in these houses had 
higher than average income and number of 
children. Altogether, 30 million people live in 
the area thus delineated. In addition, Semi-Sub- 
urbia, lying in and outside smaller cities con- 
tains another 12 million. 

The basic economic fact about Suburbia is 
that it is growing bigger and more middle class. 


It boasts a much larger proportion of family 
units in the middle-income groups than the rest 
of the country. The basic sociological fact of 
Suburbia is that it is growing more uniform and 
the modern suburbanite tries to consume no 
more and no less conspicuously than the Joneses 
next door. 

Suburbia has a major prospensity for having 
children and no servants, therefore, their houses, 
furniture, rugs, clothes all must meet the test of 
durability and ease of care. However, Suburbia’s 
taste does not run to simplicity alone, its esthetic 
taste is also growing better. 

So far, suburban retailers have not yet caught 
up with their market, especially for style items, 
furniture and china. However, the recent spurt 
of suburban branches of department and spe- 
cialty stores means that retailers are learning to 
deal with their new market; particularly inter- 
esting are the integrated regional shopping cen- 
ters. An interesting chart indicates that appar- 
ently Suburbia’s buying patterns determine the 
U. S. trend—the goods that sell best in suburban 
branches of downtown stores have gained most, 
since 1941, in department stores all over the 
country. 


2.3 The South. Advertising Age, November 2, 
1953, Pp- 45-113. [s.B.] 


In this presentation, Advertising Age com- 
bines a statistical report on the industrial and 
marketing potential of the South with three re- 
porters’ subjective impressions of trips through 
the Southwest, the Central South and the South- 
east. 

Both the statistics and the subjective impres- 
sions point to the same conclusion: the South has 
an economic strength that it never had before. 
For the period 1929-1951, the South led all re- 
gions in total income payment gains, and in per- 
centage increase of per capita income. 

Industry is moving into the South in greater 
and greater numbers; the economic base now 
rests upon a widely diversified and dispersed in- 
dustry, distribution and agriculture, the latter 
now freed from a one-crop system. The single 
most important result of the South’s growing in- 
dustrialization and urbanization has been the 
balancing of the region’s economy. The increase 
in more payroll jobs has led to a tremendous ex- 
pansion of local or “home” markets for Southern 
farmers. 

This report concludes with a statistical review 
of the 58 metropolitan areas in the South. 
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2A. AREA ANALYSIS: RETAIL TRADING 
AREAS 


2A.1 Putting Safeway in the Right Places. Busi- 
ness Week, Dec. 26, 1953, pp. 90-98. [s.B.] 


Today, with great waves of population surg- 
ing to the suburbs and people trekking west- 
ward, location of stores is a tricky business. This 
is why Lingan Warren, president of Safeway 
Stores, spends a parc of every morning with his 
real estate committee. Their basic tool is a map 
room containing detailed records about the 
physical and performance aspects of every one 
of the 2,050 Safeway stores, and a library of 500 
large scale maps. The maps show the popula- 
tion of various areas, whether it’s growing or 
shrinking, how much of the area is industrial- 
ized, what and where the stores are, how traffic 
flows. 

Primary responsibility for digging up new 
sites rests jointly with Continental Properties, 
Safeway’s real estate division, and the 28 zone 
managers who handle Safeway’s distribution di- 
visions. Whoever finds it, Continental calls in 
another Safeway service division, Oxford Busi- 
ness Surveys, to carry on from there. Oxford 
surveys customers of stores already in the neigh- 
borhood and families in the areas around the 
proposed sites and comes up with a weekly sales 
potential that rarely misses the target by more 
than 10 per cent. 

If a site is approved, Safeway purchases the 
land, and puts up its store. But then it sells the 
package to an investor and leases it back. The 
pattern is buy-build-sell-lease. 

Safeway management thinks that 25 per cent 
is a nice, comfortable share of the market for a 
store to achieve in one area, and says that it has 
that much in some areas. Warren feels that it 
would be “politically unwise” to command as 
much as 50 per cent. 


6. COSTS AND EFFICIENCY 


6.1 Gasoline Service Stations. Cost of Doing 
Business Survey. Dun & Bradstreet, Inc. 
(99 Church Street, New York 8, New 
York, 1953), 66 pp. Free. [R.J.H.] 


The latest Cost of Doing Business Survey by 
Dun & Bradstreet, Inc. shows that the typical 
service station operator realized a gross margin 
of 22.6 per cent on an annual volume of $62,950 
in 1951. After expenses of 20.7 per cent, net 
profit before taxes amounted to 1.9 per cent. 


Gasoline turnover was 38 times for all the na- 
tion’s service stations but ranged from 36 in the 
Northeast to 42 in the South. Stations with net 
profit on net sales of over 5 per cent had a 
gasoline turnover of 26 times contrasted to 38 
times for stations having net profit of only 0.1 
to 2.0 per cent. The neighborhood station had a 
gasoline turnover of 47 times compared to only 
25 times for the highway station. Net profit be- 
fore income taxes was higher, though, in the 
highway stations. 


6.2 The Retailers’ Report on America’s Beef 
Problem. National Association of Food 
Chains (726 Jackson Place, N.W., Wash- 
ington 6, D. C., December, 1953), 16 pp- 
Free. [R.J.H.] 


This report gives the National Association of 
Food Chains’ answer to the question—why are 
fancy steaks priced at $1.00 per pound while 
choice live steers sell for only 25 cents per 
pound. A survey of 7,000 retail food stores pro- 
vided the Association with the data. 

Only go pounds, out of the average steer 
weighing 1,000 pounds, are fancy steaks which 
carry a $1.00 or more price. The average retail 
price for all products from a 1,000 U. S. choice 
grade steer is go cents per pound, according to 
the food chains. Consumer demand is an impor- 
tant price factor, for if the consumers demand 
the relatively small supply of fancy steaks, one 
would expect those prices to remain high. The 
average decline in price from November 1951 to 
October 1953 for fancy steaks was only 14 cents 
per pound while prices for economy cuts went 
down an average of 22 cents per pound. 


6.3 Fourteen Important Ratios for 24 Whole- 
saling Lines. Roy A. Foulke—Dun’s Re- 
view and Modern Industry—November 
1953, pp- 68-70. [s.B.] 

This list gives 14 accounting ratios for whole- 
salers in 24 lines of business including such 
ratios as net profits on net sales, net sales to net 
working capital, average collection period, net 
sales to inventory, etc. An interesting element 
of the data is that they report ratios of the first 
and third quartile firms as well as the median 
firms 


It is apparent from the data that wholesaling 
is a low-margin business. The highest profits for 
the median firm were in men’s furnishings and 
here they were 3.07 per cent. In the following 
lines of business, the median firm was earning 
less than 1 per cent net profit on net sales: But- 
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ter, eggs and cheese (0.33); Cigars, cigarettes and 
tobacco (0.38); confectionery (0.98); groceries 
(0.76); lumber (0.92); meat and poultry (0.52); 
shoes (0.84); and wines and liquors (0.89). 

The returns on investment however are fairly 
good except in a few lines. The lines of business 
where the median firm had a fairly high ratio of 
net profits to tangible net worth were: Man’s 
furnishings (14.07); Hosiery and underwear 
(13.48); Fresh fruits and produce (11.82); and 
electrical parts and supplies (10.29). The lines 
of business where the median firm had low ratios 
of net profit to tangible net worth were: Butter, 
eggs and cheese (5.01); Cigars, cigarettes and 
tobacco (5.38); Lumber and building material 
(5-54); Paints, varnishes and lacquers (5.77); 
Shoes (4.04); and Dry Goods (3.97). 


6.4 Fourteen Important Ratios in Twelve Re- 
tail Lines. R. A. Foulke, Dun’s Review 
and Modern Industry, Oct. 1953, pp. 
73-74. [s-B.] 

By and large, retailing is a thoroughly low 
profit margin type of operation. For the twelve 
lines of retailing analyzed, the line having the 
highest ratio of net profits on net sales for the 
median retailer was men’s furnishings, with a 
profit rate of 5.3 per cent on sales. The lowest 
margin retailers were lumbermen, with a net 
margin of .73 per cent on sales, and independent 
grocery and meat stores with net margins of .98. 
In fact, even the independent grocery and meat 
retailer at the upper quartile was only earning 
1.96 per cent profit on sales. 

When we look at profits as a ratio of net 
worth, the independent grocery and meat re- 
tailer comes off quite well. Here the median re- 
tailer is earning 10.6 per cent profit on his net 
worth. This is the best performance of all re- 
tailers studied. The lowest rate of profit on net 
worth is earned by the lumber dealers. 


7. CUSTOMER ANALYSIS 


7.1 The Fabulous Market for Food. Fortune, 
October, 1953, pp- 135-139 ff. [s.B.] 


In the third of its excellent series on the 
“Changing American Market,” Fortune studies 
America’s spending on food. Its major conclu- 
sion is that the expanding middle class, by de- 
manding “convenience” with their food, has 
revolutionized the nature of the demand for 
food and drastically changed the pattern of the 
supplying institutions. 

Much to the surprise of all concerned, as post- 


war incomes have gone up, the percentage of the 
consumer dollar spent on food has gone up, not 
down as the well-validated Engel’s Law pre- 
dicted. There were several reasons for this: a 
population shift from rural to urban areas; 
smaller sized households which are less efficient 
consuming units; but the big reason, according 
to Fortune, is the vast expansion of the above- 
$4,000 income class. It is this last group who 
want convenience in their food—that is, they 
want to shift as much of the processing to the 
manufacturer as possible. This demand for con- 
venience and services inside the food packages 
has been intensified by two pressures for the 
housewife’s time—the factory and the nursery. 
We have both more working wives and more 
babies than ever before. 

The most obvious change brought about for 
these forces is the great growth of the frozen- 
food industry. Since 1950, soluble coffee and 
canned and frozen poultry sales have doubled, 
prepared cake mixes and frozen fruits and vege- 
tables have gone up 50 per cent and frozen 
vegetables 40 per cent. The single biggest gainer 
among all frozen items has been concentrated 
orange juice which now accounts for 20 per cent 
of all frozen-food poundage. 

The food store has been altered as much as 
the product it dispenses. The final culmination 
of all the demands for shopping convenience, 
parking space, larger purchases is the modern 
supermarket. The 17,000 supermarkets repre- 
sent only 4 per cent of all grocery stores but ac- 
count for 44 per cent of sales; adding the super- 
ettes raises their share to 79 per cent of total 
grocery sales. As yet, supermarkets profess them- 
selves unworried by the “freezer way of life” 
which can eliminate almost all food shopping 
and most of the cooking for members of the 
2500 food-freezer plans. 

Fortune concludes this article by the provoca- 
tive remark that as the cost of producing “con- 
venience” foods is brought down by the increas- 
ing demand, the nature of the food market may 
well change again. 

Although the Fortune writers do not remark 
on this, there is an interesting parallel between 
the demand for food and that for automobiles 
as discussed in the preceding article. To get 
consumers to spend more dollars on cars, De- 
troit’s engineers are building more car, more 
extras onto each unit. Apparently, the same 
process is going on in food. And it is hard to 
say who is taking the lead—the manufacturer 
who is elaborating his product or the conven- 
ience-demanding consumer. 
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7.2 Electric Dealer Magazine’s 1953 County 
Studies. Haywood Publishing Company 
(22 East Huron Street, Chicago 11, Illi- 
Nois, 1953), 22 pp. [R.J.H.] 

Seven 1953 county studies of appliance dealers 
have been prepared and published by the Hay- 
wood Publishing Company. 

The purpose of the studies has been to se- 
cure information concerning retail selling prac- 
tices and marketing trends in certain selected 
counties. Every appliance dealer in the selected 
counties was interviewed. The published data 
includes information on sales for specific kinds 
of appliance dealers, broken down by magazine 
readership. Considerable other data pertains to 
consumer buying habits. The difference in tele- 
vision ownership by county is brought out in 
the surveys. For example, in Berks county, Penn- 
sylvania (Reading), over half the reporting 
stores indicated that half their TV customers 
owned a set when they purchased a new one. 
In Stanislaus county, California (Modesto), 30 
of 34 stores reported that over 80 per cent of 
their TV customers purchased a set for the first 
time. Modesto merchants, however, reported 
higher trade-in allowances. 


7B. CUSTOMER ANALYSIS: ULTIMATE 
CONSUMERS 


7B.1 Negro-White Savings Differentials and 
the Consumption Function Problem. 
L. R. Klein and H. W. Mooney, Econo- 
metrica, July, 1953, pp. 425-456. [E.p.] 

Previous studies which have contributed to 
or utilized data on differences in savings be- 
tween Negroes and whites have been made by 
the United States National Resources Commit- 
tee (consumer surveys, 1935-36), Duesenberry, 
Mendershausen, Brady and Friedman, Tobin, 
and Sterner. 

On the basis of a statistical analysis of data 
from the postwar Surveys of Consumer Finances, 
the authors of this article conclude that: (1) 
Northern Negroes saved more than northern 
whites at comparable income levels. (2) At low 
income levels, southern Negroes saved a greater 
percentage of their income than did any of the 
other three groups, and at high incomes, their 
savings ratio was lower than at low incomes. 
(3) Neither wealth, credit availability, nor rela- 
tive income transformations explain the data. 
(4) Though not tested, the hypothesis that sav- 
ings are related to relative income, absolute 


income, wealth, racial and other demographic 
factors, and attitudinal variables is suggested. 
(5) Although a relationship is found to exist be- 
tween financial reserves and savings of the two 
groups, this is not the only explanation of ra- 
cial differentials, for savings differences appear 
to exist even after liquid asset differences are 
taken into account. (6) Credit availability does 
not appear to be crucial in the problem. (7) The 
effect of job security on racial savings differen- 
tials seems possible, although other attitudinal 
variables may be more significant. (8) The effects 
of demographic variables have been found to 
be statistically significant but not clear in direc- 
tion. (9) Racial variables should be considered 
in estimating aggregative consumption func- 
tions, because Negroes represent a changing 
percentage of the total population and partici- 
pate in a heavy migration from South to North, 
where savings patterns are not identical with 
those in the South. (10) Relative income is only 
one of many variables needed to account for 
Negro-white savings differentials. 


7B.2 The Population Upsurge and the Ameri- 
can Economy, 1945-80. Joseph S. Davis, 
Journal of Political Economy, October, 
1953, Pp- 369-388. [E.D.] 


New data on population changes in the 
United States have continued to upset earlier 
population projections. Population growth and 
changes in rates of growth, in age composition, 
and in marital status have had profound effects 
on our economy. Not only are further changes 
in prospect, but it appears that there is no 
present basis for forecasting a peak population 
of any size, at any date, from which a decline, 
rather than further increase, appears probable. 
We may, however, expect (1) highly variable 
rates of growth in the future, and (2) predict- 
ably marked changes in numbers reaching sig- 
nificant threshold ages. 

The population “problems” which worried 
forecasters of the 1930’s have been replaced by 
a new set of problems. Twelve are mentioned, 
and several of these are discussed in some detail. 
Among them are these: (1) Can we meet the re- 
quirements of a growing population and con- 
tinuously rising standards of living? (2) Can we 
overcome threats of shortages of certain natural 
resources? (3) How can we feed a growing popu- 
lation? (4) Can we adjust to changes in the size 
of various age groups? (5) Can we meet the im- 
pact of large increments of young people in the 
1964-70 period? (6) How can market research 
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facilitate production adjustments to waves of 
growth of age groups of importance for spe- 
cific products? (7) How can the economy be kept 
stable as it expands? (8) If we are able to solve 
these problems and raise our levels of living, 
how can we expect people to modify the com- 
position of their standard of living in the bal- 
ance among goods and services, leisure, and 
babies? These are some of the problems of a 
dynamic, expanding economy in which changes 
in the total size and composition of population 
are powerful forces. 


7B.3 Will the New Buying Pattern Last? Busi- 
ness Week, October 10, 1953, pp. 43-44- 
[s.B.] 
The extraordinary rate at which the U.S. con- 
sumer has bought autos, appliances, furniture 
and other durable goods all through the post- 
war era has been a source of considerable 
wonderment and also some worry. 
The wonderment stems from the fact that 
the rate has stayed so high so long. The worry 
stemmed from the thought of what would hap- 
pen when the rate of durable goods sales re- 
turned to that of the Thirties. This also lead 
to worry over the possible pool of consumer dis- 
cretionary spending power. 

In making up their mind about the possible 
implications of the present buying pattern, 
bulls and bears both start from the same fact: 
expenditures on consumer durables was run- 
ning at 11.4 per cent of all consumer expendi- 
tures during the second quarter of 1953. This 
is the same level as in 1929—but is it good or 
bad? 

The most recent study of consumer buying in- 
tentions by the Federal Reserve Board showed 
that the consumer plans no let-up in durable 
goods buying this year. It seems that the idea 
of so-called saturation of appliances is in need 
of revision. An increased living standard in it- 
self tends to generate the need for more and 
more goods, stretching the previous standards 
of saturation. Also recently, consumer psychol- 
ogy has had more to do with the level of buying 
than has saturation. 

The pattern now looks like this: durables 
holding their postwar gains; apparel slipping; 
food expenditures constant (increased consump- 
tion balanced by decreased prices); housing and 
services increasing their share of the consumer’s 
dollar. 


7B.4 Urban vs. Suburban Buying: Why Con- 
sumers Buy Where. Tide, October 10, 
1953, P- 23. [S.B.] 

The Ohio State University Bureau of Busi- 
ness Research has recently made a study of con- 
sumer reasoning or motivations for shopping 
in urban and suburban shopping centers. The 
study was made in Columbus, Ohio. 

The downtown section’s greatest advantages 
to shoppers were: the larger selection of goods; 
better place to combine shopping for many dif- 
ferent items and the general belief that prices 
downtown are lower. Its disadvantages are the 
traffic problem: parking difficulties and con- 
gested conditions. The suburban shopping cen- 
ters are liked best for their proximity and easier 
parking. 

Income has a strong effect upon shopping at- 
titudes. For example overall, 51 per cent of the 
respondents felt that the larger selection of 
goods available downtown was its most im- 
portant advantage. However, among income 
levels, 70.6 per cent of the very high income 
group and only 40.8 per cent of the lower in- 
come group so regarded it. 

Parking as a downtown disadvantage ap- 
parently affects upper income groups more than 
those in the lower, males more than females, the 
more-educated more than the less-educated, and 
persons of rural background more than those 
of urban background. 


11. GOVERNMENT REGULATION 


11.1 Dirlam and Kahn on the A & P Case, 
M. A. Adelman. A Reply, Joel B. Dirlam 
and Alfred E. Kahn. Journal of Political 
Economy, October, 1953, pp. 436-446. 
[E.D.] 

These two notes constitute a criticism of the 
article by Dirlam and Kahn, “Antitrust Law and 
the Big Buyer: Another Look at the A & P 
Case,” Journal of Political Economy, April, 
1952, pp. 118-132, and a reply by the authors of 
that article. The argument is highly detailed 
and concerns facts, language, omissions, methods 
of analysis, and judgments. 


16A. MARKETING OF AGRICULTURAL 
GOODS AND RAW MATERIALS 


16A.1 Agricultural Marketing and Income. L. 
Jay Atkinson, Survey of Current Business, 
October, 1953, pp. 11-14. [E.D.] 

Although domestic consumption of farm prod- 
ucts has continued to increase, farm income has 


= 
4 
ag 
4 
jes 
4 
Ait 
i 
i 
= 
i 


RESEARCH IN MARKETING 


411 


declined in the past two years because of in- 
creased Output, acceleration in cattle market- 
ings, and a reduction in exports. All of these 
factors have been reflected in declining prices. 
Net income was $16 billion in 1951, $14.2 bil- 
lion in 1952, and about $12.5 billion (annual 
rate) at the end of the third quarter of 1953. 
With nonfarm income rising, per capita farm 
income in relation to per capita nonfarm in- 
come has returned to its position at the be- 
ginning of World War II. Trends in farm in- 
come during the last two years reflect a moder- 
ate decline in cash receipts and some increase 
in production expenses. 

Details of these changes are presented in dis- 
cussion and statistics for exports, price changes, 
and supply, and for specific commodities— 
wheat, cotton, corn, cattle, hogs. 


16B. MARKETING OF INDUSTRIAL 
GOODS 


16B.1 Investment in Production Equipment 
1929-52. Robert C. Wasson, Survey of 
Current Business, November, 1953, pp. 
11-20. [E.D.] 


An analysis of new data (from Census, NPA, 
BLS), on the amount and dollar value of private 
purchases of producers’ durable equipment 
1929-52 produces certain conclusions with re- 
spect to the total volume of purchases by type 
of equipment in each year, cyclical variations 
in volume and price by type of equipment, and 
relationships between equipment purchases and 
gross national product and some of its com- 
ponents. In addition, observations are made on 
the nature of available data and problems of 


analysis. 


Principal conclusions are: (1) While all prod- 
uct groups participated in the marked postwar 
increase in private purchases of producers’ 
equipment, machinery increased the most. (2) 
Total dollar purchases of equipment during 
the last five years were three to four times those 
of 1929, while the total physical volume of pur- 
chases was about two times that of 1929. In gen- 
eral, those products whose price increased least 
showed the greatest increase in volume. (3) 
While all products showed great cyclical vari- 
ability in volume of purchases, expensive, long- 
life equipment showed the greatest variability. 
There seemed to be no definite relationship 
during cycles between price and volume move- 
ments for different products. (4) On the basis 
of historical relationships between purchases 


and gross national product, producers’ equip- 
ment purchases in recent years have been rela- 
tively high, but expenditures for nonresidential 
construction have been relatively low. (5) Cycli- 
cal variations in the volume of equipment pur- 
chases and nonresidential construction generally 
have been substantially greater than those in 
consumer goods and services, while cyclical vari- 
ations in prices of producers’ equipment have 
been less than those in prices of consumers’ 
goods and services. 


16C. MARKETING OF MANUFACTURED 
CONSUMERS’ GOODS 


16C.1 Automotive Suryey, 1953. Crowell-Collier 
Publishing Company (640 Fifth Avenue, 
New York 19, New York, 1953), 60 pp. 
[R.J.H.] 

This is the 17th Crowell-Collier automotive 
survey. The results are based upon a probability 
sample of 4,268 interviews in May and June of 
1953- Responses to the questions indicated that 
there is a closer balance between supply and 
demand in the car market than was the case in 
other postwar years. 

The survey produced much interesting data. 
For example, nearly 12 per cent of car owning 
families are actually multi-car families. Thirty- 
one per cent of income groups of $7,500 or more 
own two or more cars. Owner loyalty is another 
interesting facet of the study. Oldsmobile own- 
ers appear to be the most loyal as 79.5 per cent 
of Oldsmobile owners reported their next pur- 
chase would be another Oldsmobile. For the 
20.5 per cent reporting they would buy other 
makes, 5.3 per cent indicated Chevrolet and 
5-3 per cent reported Cadillac as their next pur- 
chase, thus remaining in the General Motors 
fold. A higher percentage of Ford owners (73.1) 
reported their next purchase would be the 
same make than was the case with Chevrolet 


(67-4). 


16C.2 Cigarette Scare—What’ll the Trade Do? 
Business Week, December 5, 1953, pp- 
58-68. [s.B.] 


The slow fuse that has been burning to the 
cigarette industry for several years has finally 
reached the powder. After twenty years in which 
the cigarette industry has had a charmed life 
of steadily increasing sales and markets, sales 
are beginning to decline. For three consecutive 
months now Government figures on tax pay- 
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ments on tobacco sales to wholesalers have de- 
clined. The latest figures show a drop of 5 per 
cent. 

Apparently this decline is due to the recent 
accusations that cigarettes cause lung cancer. 
The statements by medical researchers are some- 
what ironic, in that cigarette manufacturers 
themselves have been advertising for many years 
that their brand was milder. This trend of ad- 
vertising for cigarettes apparently started in the 
early ’go’s with such slogans as “Chesterfields 
are milder,” “Nature in the raw is seldom mild,” 
(Luckies) and “Not a cough in a carload” (Old 
Golds). By a cumulative process these themes 
led to the present day advertising which features 
doctors, filters and tars. 

The cigarette industry has persisted in this 
negative form of advertising largely because 
they have felt that the majority of Americans 
were uneasy smokers, suffering from a puritani- 
cal feeling that cigarettes weren’t good for them. 
On the other hand people smoked because of 
the psychological advantages cigarettes pro- 
vided. Therefore, each cigarette manufacturer 
attempted to reassure the smoker that cigarette 
smoking in general was bad, but his brand was 
better since it was milder or easier on the throat. 

The Federal Trade Commission starting in 
the early 1940's tried to eliminate the claim that 
one brand of cigarettes is less irritating than 
another, with very small success. However, the 
American Medical Association, possibly fed up 
with a flood of “men in white” television com- 
mercials have banned all cigarette advertising in 
their publications after January 1. 

What is to be done? Ignoring the problem 
doesn’t make sense especially now the cat is out 
of the bag. Pounding away on the health theme 
will merely increase public concern. Three al- 
ternatives seem feasible. For the present, put a 
greater stress on filter tip cigarettes and push 
moderation in smoking, for the sake of public 
relations, as the whiskey companies now do. 
For the long run, conduct an investigation into 
the effect of cigarette smoking on cancer. If a 
carcinogenic agent exists in cigarettes, remove it. 

Incidentally, the concurrent issue of Tide 
Magazine also dated December 5, 1953, examin- 
ing the cigarette market, points out the tremen- 
dous gain in sales of filter tip cigarettes. Their 
volume has increased almost seven times be- 
tween 1947 and 1952. Almost matching the gain 
for filter tip cigarettes has been the gain in 
sales of the king-size grands, whose chief claim 
has been better filtering of nicotine and tars 
rather than more cigarette for the money. 


20. RESEARCH AND RESEARCH TECH- 
NIQUES 


20.1 Experts Pick Best Test Markets by Re- 
gions and Population Groups. Philip 
Salisbury, Sales Management, November 
10, 1953, Pp. 110-145. [S.B.] 

In the Spring of 1953, Sales Management sur- 
veyed manufacturers and advertising agencies 
on planning, operating and interpreting test 
market campaigns. This article is the summary 
of the material thus obtained from 131 top- 
level researchers. And as such is an excellent 
consolidation of present why and wheres of sales 
tests. 

The most frequently mentioned use of test 
campaigns was on products and packages. As 
compared to 1950, such tests have more than 
doubled in importance. Significant gains in test 
media since 1950 have been made in radio, TV 
and point-of-purchase display, all at the expense 
of newspapers. 

Respondents were asked to select test cities for 
the introduction of frozen waffles. But before 
they recommended specific cities, they were 
asked to evaluate their criteria of selection. The 
three most important factors were: typicality of 
distributive outlets; relative isolation and in- 
dependence; and typical of medium-size metro- 
politan markets. 

The article concludes with a listing of the se- 
lected test cities, arranged first by size and then 
by location. 


20.2 How the Social Sciences are Used in Ad- 
vertising. Burleigh B. Gardner, Printers’ 
Ink, Dec. 11, 1953, pp. 50-70. [s.B.] 


Specifically and primarily, social science re- 
search provides two kinds of knowledge: it 
tells the client what communications his au- 
dience will understand, believe, recognize, value 
or disparage; it tells him what they are doing, 
what motives and habits regulate their lives, 
what they experience and what they seek. Often 
these two kinds of data are closely intertwined, 
although a particular problem may, of course, 
emphasize one aspect or another. 

The article contains many short examples of 
specific recommendations arising from social sci- 
ence qualitative research. Studying public atti- 
tudes toward big business, it was found that 
people were not opposed to corporate bigness; 
in fact, they felt that big strong companies are 
necessary to maintain our way of life. Further- 
more, attitudes with respect to competition, 
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price-fixing, monopolies, etc., were not clear-cut 
and simple. Research discovered that the market 
for pain-relievers was composed of two basically 
different types of people who are susceptible to 
different types of appeals: (1) Suggestible, anxi- 
ety-prone folks who tend to anticipate or exag- 
gerate pains and discomfort and therefore re- 
spond to assurances of relief; and (2) aggressive, 
self-reliant types who like to think they are im- 
pervious to common ills and hate to admit some- 
thing is wrong by going to a doctor. For them 
prevention is the most persuasive. 

Although the telephone’s usefulness in emer- 
gencies is widely recognized and appreciated, 
studies indicated that it should not be stressed 
in advertising because it arouses personal wor- 
ries and fears people hate to be reminded of. 


20.3 How Can the Social Scientists Meet the 
Needs of Advertisers? Robert O. Carlson, 
Printers’ Ink, October 30, 1953, pp- 44-56. 
[s.B.] 


Dr. Carlson presents a reply to a previous ar- 
ticle on the relation of the social sciences to ad- 
vertising today. He says that much of the sus- 
picion which advertisers harbor about working 
with social scientists stem from three questions: 
1) what problems can advertisers legitimately ex- 
pect social scientists to answer; 2) how to dis- 
tinguish competent researchers from a charla- 
tan; 3) how can social research be translated 
into action? 

Social scientists must make it clear to the pub- 
lic, including advertisers, that they differ widely 
in methods and talents. Anthropologists, sociolo- 
gists and clinical psychologists have different 
traditions and place quite different stress on the 
way they analyze problems and on the kinds of 
remedial action they are likely to suggest. 

For example, during World War II, the gov- 
ernment desired to increase consumption of 
organ meats. First, they employed anthropolo- 
gists who were able to describe the kinds of re- 
sistances—social, cultural or factual—that kept 
people from changing their food consumption 
habits. To devise techniques for persuading peo- 
ple to use strange cuts of meats, they called 
upon social psychologists who learned that it 
was easier to promote the use of new cuts of 
meat by means of group discussion among house- 
wives than by showing them movies or giving 
them lectures. Had the government wished to 
measure the success of its educational program 
it might have called upon sociologists to con- 


duct a national survey of meat consumption 
habits. 


The solution to the separation of the good re- 
searcher from the charlatans, according to Carl- 
son, lies in a greater share of responsibility of 
the business world in discriminating between 
good and bad work in social research. This can 
be done by examining work previously done 
and by discussion in some detail of how the re- 
searcher proposes handling the problem under 
study and what broad analytical schemes he 
thinks will be employed. 

The criticism that social science research find- 
ings do not get down to earth is a common one. 
In part, it is based upon an assumption that all 
social science findings ought to be translated 
into action. Carlson says that this assumption 
is dubious for one of the important functions 
of research is to organize a mass of data so that 
the basic problem emerges more clearly. How- 
ever, he also is frank to state that at this time of 
their stage in their histories, the social scientists 
have been more successful in developing tools 
for collecting and classifying data than they 
have in devising techniques for analyzing them. 

Again for the solution of the third question— 
how to translate social research findings into ac- 
tion—Carlson suggests that a major share of the 
job of translating research finding into action 
falls upon the shoulders of clients. They must 
realize that the social research consultant, like 
any other consultant, does not come up with pat 
answers. His findings become meaningful only 
as they are digested by the client and related to 
his day-to-day operations. 

The article concludes with the remark that 
research’s value does not lie in any single find- 
ing but in its stimulation and new insight it 
can give people willing to think problems 
through. 

This reviewer is entirely sympathetic with 
Carlson’s position but it seems like that of a 
deliberate outsider. He wants the client to as- 
sume responsibility for research findings as he 
indeed should, but there is insufficient evidence 
that of the belief that the social scientist too has 
an important responsibility to his client, before 
and after a research project, as well as during it. 


20.4 Let’s Take the Blinders Off Readership 
Research. Robert E. Baxter, Advertising 
Agency and Advertising & Selling, Dec. 
1953, PP- 70-72. [5.B.] 

Baxter has investigated the use of self-ad- 
ministered tests of newspaper readership. The 
questionnaire contained reproductions of the 
paper or sections being studied in order to 
overcome the problem of recall. In a compari- 
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son of results of the usual personal interview 
readership survey and of the self-administered 
questionnaire on matched samples, considerable 
differences of reported advertising readership 
were apparent. Where there was a difference, 
the self-administered questionnaire indicated 
higher readership than the personal interview 
technique. The greatest differences dealt with 
ads with considerable personal involvement of 
which the respondents were abashed—perfume, 
health treatments and clothing ads. 

Mr. Baxter has also found that rating scales 
were very useful in measuring intensity or depth 
of interest, a type of data not obtainable by 
usual readership procedures. 


20.5 A Retail Store “Laboratory” Will Explore 
“The Anatomy of a Sale.” Tide, Novem- 
ber 21, 1953, pp. 21-22. [s.B.] 


Alfred Politz has bought a large hardware 
store which he is using as a laboratory to de- 
termine what happens at the point of sale, 
what factors influence the success or failure of 
a product at the moment of purchase, and to 
what extent. 

The most important project for the new lab 
will be to show, if possible, at what level of na- 
tional advertising the sales of a branded prod- 
uct cannot be altered, up or down, by favorable 
or unfavorable display or sales talk. Politz will 
also soon use his store for a new kind of cus- 
tomer count: by sex, amount of purchase and 
the sales time involved in each case. 

One case analyzed so far was that of the 
“green garden hose.” When labeled This is not 
a hose . . . This is a sprinkler,” sales trebled. 
The point of this, says Politz, is that it gave the 
product a voice in its own affairs, it was no 
longer a static object, and besides, we gave the 
consumer a bit of fun. This last point is often 
neglected by dealers and manufacturers alike, 
simply because no one really knows its value 
quantitatively in the eventual purchase. 


20.6 Survey of Industrial Research and De- 
velopment. (U. S. Departments of De- 
fense and Labor, Washington, D. C.) 
[c.H.s.] 


The final report on the 1952 survey of in- 
dustrial research and development has been 
issued as BLS Bulletin No. 1148, “Scientific Re- 
search and Development in American Industry— 
A Study of Manpower and Costs.” The survey 
was conducted by the Research and Develop- 
ment Board of the Department of Defense, and 


the results were analyzed and the report pre- 
pared by the Bureau of Labor Statistics in co- 
operation with the Department of Defense. A 
preliminary report appeared in January 1953. 

The report is based on data for nearly 2,000 
companies, with research programs costing al- 
most $2 billion—about 85 per cent of the na- 
tional cost of industrial research and develop- 
ment in 1951. 

The manpower chapters present information 
on such topics as the numbers of research engi- 
neers and scientists in different industries and 
companies of different sizes, the per cent of total 
company employment which these workers rep- 
resented, the per cent employed on Govern- 
ment contracts, and the extent of employment 
of supporting personnel. The chapters on re- 
search costs discuss the distribution of costs by 
industry and size of company, the per cent of 
costs financed by Government prime contracts 
and subcontracts, and average costs per research 
engineer or scientist and per research employee. 
The concluding chapter contains information 
on turnover rates among research engineers 
and scientists and on the past and potential 
effects of military calls of such employees. 

Copies may be purchased at 50 cents each 
from the Superintendent of Documents, Gov- 
ernment Printing Office, Washington 25. D. C. 


21. RETAILING 


21.1 Automatic Merchandising. Wilbur B. Eng- 
land, Harvard Business Review, Novem- 
ber-December, 1953, pp. 86-94. [E.D.] 


According to industry estimates, sales by auto- 
matic vending machines are $114 billion to 
$114 billion per year. Most of the items vended 
(about 7 billion one-cent items, 4 billion candy 
bars, 3 billion packs of cigarettes, and 5 bil- 
lion cups or bottles of beverages per year) sell 
for 1 cent to 25 cents. 

Automatic vending has had a long history. 
Following very early experiences in Greece and 
England, it dates from the late 1800's and early 
1900’s in the United States. Its growth has been 
related to mechanization and social develop- 
ments. Six conclusions may be drawn from a 
review of the history of the industry: (1) De- 
velopment of mechanical arts opens new possi- 
bilities for automatic machines (e.g., refrigera- 
tion, changemakers). (2) The introduction of 
new marketing techniques which changes estab- 
lished consumer buying habits takes time, pa- 
tience, and willingness to risk capital. (3) “Get- 
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rich-quick” entrepreneurs in the industry have 
hurt other operators. (4) The postwar period has 
been one of rapid growth for the industry. (5) 
There are both advantages and limitations of 
automatic vending in terms of manpower and 
flexibility of time and place. (6) Products and 
services which have been sold most successfully 
by automatic machines have a low price, are 
consumed in a short time in large volume by 
many people, are convenience goods, and meet 
a particular need. 

Two areas for future growth appear to be in 
plants for in-plant feeding and as supplements 
to retail stores. Problems of growth are exam- 
ined from the viewpoints of manufacturers, op- 
erators, investors, bankers, and entrepreneurs. 
It is concluded that automatic merchandising 
will continue to grow without pre-empting all 
retail sales. 


21.2 The Super Market Industry Speaks. Super 
Market Institute, Fifth Annual Report. 
(500 N. Dearborn Street, Chicago 10, Il- 
linois), 31 pp. [R.J.H.] 

3.955 stores reported to the Super Market In- 
stitute in 1953 during the course of a survey 
designed to secure pertinent operating data. 
Survey results show that the average sales per 
super market in 1952 amounted to $1,080,000; 
63 per cent of which were grocery and “other” 
sales, 25 per cent were meat, and 12 per cent 
were produce. The median gross margin re- 
ported for 1952 was 16.6 per cent for all de- 
partments, ranging from 14.0 per cent in gro- 
ceries to 24.1 per cent in produce. 

The rate of super market construction de- 
clined in 1952 from 1951. Of the reported new 
super markets, 71 per cent were built by them- 
selves, close to residential sections, or in new 
modern shopping centers. 81 per cent of the 
new supers are located in medium income areas. 


21.3 Downtown Isn’t Dead by a Long Shot. 
Business Week, October 24, 1953, pp. 
41-44. [S.B.] 

Don’t underestimate the power of downtown 
shopping centers. Their pull on the shopper is 
so great that they can withstand any competi- 
tion that suburban centers can throw at them— 
providing one thing happens. Somebody has 
got to improve public transportation systems. 
This is the gist of a survey of women’s shopping 
habits just completed by Boston University’s 
College of Business Administration, financed by 
the Boston Herald Traveler. The study was con- 


fined to those goods commonly sold in depart- 
ment stores; it did not touch food or cars. 

The first fact is that in the fight for the rich 
Greater Boston market, the downtown area is 
still showing an immense drawing power. Peo- 
ple like it for some very important reasons— 
the variety of goods available, for the range of 
sizes and colors, for the prices, and for the de- 
livery service it provides. For style goods, the 
downtown area is the leader still and as you 
climb the style ladder with goods like furs and 
jewelry, this tendency becomes more pro- 
nounced. 

The trend reverses toward the suburban cen- 
ters as one moves toward stock items where 
style is negligible and brand becomes all-im- 
portant. Thus when it comes to refrigerators 
and other appliances, the suburban areas get 
more than half the business. 

Among the women who said that they were 
shopping less downtown than they used to, three 
major groups of reasons emerged, natural causes, 
operational causes and transportation. Of the 
natural obstacles to downtown shopping, the 
most important is children: 13 per cent of those 
women shopping less downtown give this as the 
reason, this factor cuts squarely across all income 
lines. 

Operational causes reflect shopping comfort, 
service and similar things. Relatively few women 
refer the suburban stores to the downtown 
stores; only 16 per cent of women gave opera- 
tional reasons for not shopping downtown as 
much as they used to. 

Transportation is the big cause for the drift 
away from downtown; about go per cent gave 
that as the reason for shopping elsewhere. Un- 
like Columbus, Ohio, downtown Boston does 
not suffer because of poor parking facilities. In 
Boston, the problem is inadequate public trans- 
portation. 


21.4 Ohrbach’s Moves Deeper into Two Big 
Cities. Business Week, November 14, 
1953» PP- 43°52: [S-B.] 

Ohrbach has just moved up into new loca- 
tions in New York and Los Angeles, in both 
cases taking over downtown locations where 
older department stores had failed. If Ohrbach 
succeeds, their move could perceptibly alter the 
course of future, large-scale retailing. 

For Ohrbach, the price angle is paramount. 
Ohrbach likes to sell at 20 per cent less than 
its competition. To achieve this, the Ohrbachs 
long ago laid down the law of one basic markup 
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on all goods, ranging from 18 to 22 per cent 
against 33 to 40 per cent in the average good- 
sized store. To make a profit on this low margin, 
Ohrbach’s cut out the frills that are the stock in 
trade of many other department stores. At Ohr- 
bach’s, a customer pays cash, she carries her 
packages home herself, she gets no alterations 
and in many departments she waits on herself. 

Ohrbach, however, long ago quit selling on 
price alone. Today it prides itself as much as 
on the style and quality of its goods as on their 
low price tags. To achieve style as well as in- 
trinsic value at low cost takes good buying. Ohr- 
bach’s has achieved good suppliers not only 
with big orders but with quick payment, no re- 
quests for advertising allowances. It makes one 
concession: it often sells the same goods as its 
competition but takes out the brand name label. 

In moving uptown, Ohrbach is upgrading 
their operations. It will have their new stores 
redecorated for example; Raymond Loewy is 
dressing up the old McCreery store in New 
York for them. The merchandise is being up- 
graded too, not so much in the top limit of the 
price range, but there will be a higher propor- 
tion of better-quality merchandise. In addition, 
the stores will add new lines. Still in line with 
their cash-and-carry policy, Ohrbachs will not 
add anything a customer cannot take home her- 
self. 

The Ohrbachs grant that their formula won’t 
work for a big department store with hard goods 
and big ticket departments. They have set their 
sights on moderate goals: sales of $100 million 
a year, with a maximum of six or seven stores, 
clustered around New York and Los Angeles to 
keep down management and advertising costs. 


21.5 Startling Changes in Mass Retailing Fore- 
seen as “Automation Age” Moves For- 
ward. E. B. Weiss, Advertising Age, Oct. 
26, 1953, Pp- 59-63. [s.B.] 

In a series of four articles of which this is the 
last, Weiss discusses the possible effect of auto- 
matic, self-directing machinery upon the entire 
world of marketing, advertising and merchan- 
dising. These techniques and instruments will 
lead to a Second Retail Revolution (the super- 
market and self-selection was the First). This 
will produce in successive steps: The mecha- 
nization of self-service, self-selection; the applica- 
tion of electronic techniques to retail ware- 
housing and office procedures; the ultimate em- 
ployment of electronic techniques on the retail 
selling floor. 


These factors will place more and more em- 
phasis upon pre-selling consumers by means of 
advertising so they can fit more efficiently into 
the conveyors and moving aisles of the new, 
mechanized stores. In addition, there will be a 
veritable eruption of vending machines to break 
the bottle-neck produced by peak-hour rushes. 
And by vending machines, Weiss visualizes ma- 
chines that are able to make up assortments, 
make change, record the sales data and resulting 
inventory position. 

The net result of ali of these changes will be 
a crop of new types of retailers who will be low- 
cost operators, depending upon electronic and 
mechanical developments to achieve their econ- 
omies. 

It is interesting that Weiss visualizes the dis- 
count house as the retailer of the future. But 
the discount house exists on its low market by 
parasitism and elimination of services rather 
than by their mechanization. 


21.6 What the Marketing Executive Must Know 
About Automatic Selling. G. R. Schreiber, 
Tide, December 5, 1953, pp. 22-23. [s.B.] 


A new dimension is making itself felt in re- 
tailing—automatic merchandising. Coin operated 
machines with built-in cash registers which make 
change are selling an increasingly wide variety 
of products and services. At the present time 
20 per cent of the candy bars consumed in this 
country, 17 per cent of the cigarettes and 25 
per cent of the soft drinks are bought from 
machines. In 1953, some 2.8 million vending 
machines of all descriptions will dispense prod- 
ucts with an aggregate retail value of 1.5 billion 
dollars. In the last ten years the retail value of 
total annual machine-vended sales has increased 
by 100 per cent. This large volume of sales is 
still less than 1 per cent of the total retail dollar 
volume because vending machine retailing is 
still largely confined to only three basic prod- 
ucts, tobacco, beverage and confections. 

However, the rapid trend toward self-service, 
toward recognizing the importance of night- 


.time and holiday selling, coupled with the 


steadily increasing cost of personal sales, is caus- 
ing a revolution in the vending industry. Some 
of the interesting developments in vending op- 
erations are in ice and milk. In New York City 
milk venders have been installed in seventy 
large apartment buildings; the machines are 
able to supply housewives with home delivered 
milk at a price of 4 cents per quart less than 
delivery by the milkman. 
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A new type of marketing specialist is arising— 
the vending company which makes the capital 
investment in equipment and services and stocks 
those machines. It has been discovered that it 
takes a specially trained staff to continue to 
operate and merchandise through vending ma- 
chines. There are few rules of thumb at this 
point for predetermining the kind of merchan- 
dise which can be successfully sold through ma- 
chines. Retail selling price is a consideration 
since vending machines are still limited to work- 
ing with coins, but the price range in coins has 
no limit. One of the latest machines even makes 
change. However, the most successfully vended 
items are those which can be purchased with a 
single coin, no matter what the denomination. 

Other factors are brand pre-acceptance, a 
standardized package and wide appeal—those 
items most successful in vending machine so far 
appeal to both men and women, often to chil- 
dren as well. 


23. SALES MANAGEMENT 


25.1 Retirement Income Plans for Outside 
Salesmen. Phillip McVey (New York 22: 
National Sales Executives, Inc., 136 East 
57th Street) 64 pages, $2.00. [D.A.R.] 


A study of 508 companies employing 56,214 
outside salesmen is summarized in this report 
on the handling of old age problems of sales 
forces. Based on replies to a questionnaire 
mailed to members of National Sales Executives, 
Inc., the report tabulates the working details of 
247 privately-sponsored pension plans in which 
coverage is extended to salesmen. 

Pursuing the question, “need salesmen be 
treated as a special type of employee?,” the sur- 
vey explores the differences in size, age, type, 
products, marketing programs, and personnel 
policies between companies which pension sales- 
men and those which do not. Results generally 
support the thesis that differential treatment is 
unnecessary. The reason most frequently offered 
for refusing pensions had little to do with sales 
job characteristics. It was: lack of money. 

Some 77 per cent of the sponsors claim real 
selling advantages for their pension systems. 
They say their salesmen are more loyal, enjoy 
higher morale, can be retained longer if valu- 
able in their territories, or more easily retired 
if they are not valuable. Furthermore, the spon- 
sors claim that pension plans attract better 
qualified men to selling jobs. 


Nearly every type of sales compensation plan 
has been successfully used with pension systems 
in which the employee contributes a part of his 
earnings, according to the study. The clerical 
problems of irregular commission earnings are 
met in 81 of the plans by a simple method of 
deferred deductions. 

The report also tabulates how sponsoring 
companies finance pension funds, how salesmen 
are prepared for retirement (usually they aren’t), 
what limits are placed on benefits paid (some re- 
tired salesmen draw as much as $25,000 a year), 
how administrative problems may be handled, 
and what salesmen think of their pension plans. 


23.2 Are Deals Worthwhile? Wayne Mooney, 
Printers’ Ink, October 30, 1953, pp. 33-36. 
[s.B.] 


In this paper, Mooney presents g case his- 
tories of consumer deals—i.e., the use of pre- 
miums, coupons, price reductions, one-cent sales, 
etc. The typical pattern is this: Consumers re- 
spond, sales are stimulated, distribution is ex- 
panded. But these happy results, often as not, 
are only illusory. As soon as the deal has run its 
course, the sales curve starts on a downward 
plunge, leveling off at a point at or below the 
pre-deal position. And in many instances, the 
percentage of stores stocking the product takes 
a similar dive. This pattern presumes deals that 
are basically effective and well-executed. Where 
the deal is carried out ineptly, even the initial 
peaking of demand is a very minor one. 

Apparently the key to the reason why sales 
usually perform unsatisfactorily in the post-deal 
period is that advertising and selling effort is 
relaxed then. Salesmen apparently assure them- 
selves that the job is done and do not call on 
retailers to maintain displays and stocks of mer- 
chandise. Advertising effort usually also sags. 

There are some cases demonstrating that 
where an advertiser supported his product with 
continued local selling and advertising in the 
post-deal period he maintained a good share of 
the gains brought about by the deal. 


23.3 Role Playing Is Ideal for Training: Role 
Playing Pays Off for Ethyl. Gustav R. 
Stahl, Sales Management, Nov. 10, 1953, 


pp- 40-44. [s.B.] 


This material is actually a pair of parallel ar- 
ticles discussing role playing in theory and in 
practice. Role playing is “learning by doing,” 
allowing a trainee to handle an interpersonal 
situation where he is forced to meet spontane- 
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ously the demands, both expected and unex- 
pected, which arise. Roie playing is used ex- 
tensively for all forms of sales training. This 
technique often has a secondary effect in that 
trainees become accustomed to place themselves 
in other people’s show and learn that various 
people make different approaches to any given 
situation. It has been found that role playing 
is readily accepted by new supervisors, higher 
management and salesmen but that old-time 
supervisors often resist it quite strongly. 

For complete success, the performance must 
be played-back, usually via wire or tape-record- 
ers, and thoroughly discussed. The actual per- 
formance serves largely as the introduction to a 
discussion of procedures and this part of the 
technique is extremely important. 


24. SALES AND ECONOMIC FORECASTS 


24.1 Projection, Prediction, and Precariousness, 
Kenneth E. Boulding. Growth and Sta- 
bility, Sumner H. Slichter. Long-Run and 
Short-Run Adjustments, Alvin H. Han- 
sen. Review of Economics and Statistics, 
November, 1953, pp. 257-268. [E.D.] 


Three writers comment on an estimate of the 
components of a full employment economy in 
1960 made by Gerhard Colm (The American 
Economy in 1960. Planning Pamphlet No. 81. 
Washington: National Planning Association, 
1952). 

Mr. Boulding points out the difficulty of mak- 
ing predictions (which Colm does not do) be- 
cause of the precariousness of the equilibrium 
level, which may change markedly in response 
to small changes in any of its component func- 
tions. Not only is the investment function im- 
portant, but also important is the absorption of 
consumer durables. Macroeconomic models 
would be improved by an analysis of the growth 
process in the accumulation of durables as af- 
fected by population, age distribution of dura- 
bles, obsolescence, and second-hand markets. 
Even though knowledge may exist, however, 
there is always the possibility of government 
responses in the wrong direction. 

Mr. Slichter considers the relations among 
unemployment, wage rates, and prices. He also 
anticipates a higher level of new investment 
than Colm does. 

Mr. Hansen is concerned that Mr. Colm has 
considered secular trends but has failed to con- 
sider cyclical fluctuations, especially in invest- 
ment. 


24.2 Residential Construction Activity and Fi- 
nancing. Loughlin F. McHugh and Ber- 
nard Beckler, Survey of Current Business, 
December, 1953, pp. 15-20, 28. [E.D.] 


Since World War II, 8 million new dwelling 
units have been constructed in the United 
States. While this is 1.6 million more than in 
the corresponding period following World War 
I, it represents a dollar volume (adjusted for 
price changes) somewhat less than in that period. 
Factors which have affected the housing market 
since World War II include (1) high incomes 
and more households, (2) the upgrading of de- 
mand, and (g) a relatively favorable mortgage 
financing situation during most of this period. 

The outstanding mortgage debt of home own- 
ers in 1953 was about one-fourth of disposable 
personal income. The equity in mortgaged 
homes in early 1953 was about 55 per cent of 
the market value of the residences. Repayment 
of principal and interest charges represented a 
smaller relative drain on home owners’ income 
than in the late 1920’s. Four out of five nonfarm 
mortgaged properties in 1950 were under mort- 
gage contracts made or assumed since 1945, and 
these accounted for about go per cent of out- 
standing debt. The bulk of mortgage debt was 
owed by medium and upper income groups. 
However, high ratios of service charge to in- 
come were concentrated among lower income 
groups. 

While a part of the population may have un- 
dertaken more obligations than its financial 
condition warrented, this segment does not 
loom large in the total picture. The mortgage 
debt can be expected to increase in the near 
future. While this would not appear serious if 
associated with increased housing construction 
and sustained income, the debt burden could 
become unduly heavy if incomes were to decline. 
In such an event, both the housing market 
and consumer goods markets would be affected. 


24.3 Coming Boom in Top-Class Market. Peter 
B. B. Anders, Printers’ Ink, November 
27, 1953» 33-36. [s.B.] 

Much has been written about the great post- 
war growth of the middle-class market. No less 
sensational is the phenomenal growth of the 
top-class market, those with disposable incomes, 
of $10,000 a year or more—after taxes! In 1929 
there were 1,100,000 family units in the $10,000 
and over class accounting for a total of $24 bil- 
lion after taxes; 1954 will see 2.4 million such 
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family units with a total income after taxes of 
$46.5 billions: both income totals are in terms 
of 1952 dollars. 

It is interesting to note that it is estimated 
that this top-income class representing 4.5 per 
cent of the family units of the U. S., receiving 
19.2 per cent of the total cash income has 25 
per cent of the total liquid assets held by indi- 
viduals—the impressive aggregate of $140 bil- 
lions. This sum is enough to purchase five years’ 
capacity output of all luxury-type goods. 


24.4 Marketing Revolution: A Preview of 1954. 
Tide, Nov. 7, 1953, pp- 30-33; Nov. 21, 
1953, PP- 27-29; Dec. 5, 1953, pp. 20-21; 
Dec. 19, 1953, Pp- 23-24. [S.B.] 

1953 may go down in history as the best year 
for both business and consumers. In 1953, busi- 
ness volume should break all records at $371 
billion, $23 billion more than 1952. For con- 
sumers, income, savings and expenditures with 
new highs. At worst, 1954 will fall off to only the 
third best in history and it could conceivably 
break 1953’s record. The key is the consumer— 
can the consumer who is now purchasing 62 
per cent of the nation’s production be induced 
to spend enough to take up any slack in pur- 
chases by the government (23 per cent) and 
business (15 per cent). 

Tide questioned many leading U. S. sociolo- 
gists on the question on how people can be 
influenced to live better. These sociologists 
agreed that mass production, mass distribution 
and mass sales via mass communications account 
for the current high standard of living. They 
also agreed that further improvement depends 
upon better utilization of leisure time. How- 
ever, none of the sociologists pointed to easier 
living through new and better products, as an 
upgrading in living standards by itself. Instead, 
they defined better living in terms of creative 
use of leisure time. 

The overall consumer market of the United 
States represents a picture of a population which 
has already hit 160 million and is still growing 
so fast that a new market the size of Detroit is 
being added every year. Perhaps the most sig- 
nificant thing about the present U.S. market is 
that it breaks down into specific component 
markets, all healthy. The trend since the war has 
been toward redistribution of income and re- 
Vitalization of the south. The midwest has 
emerged as one of the richest sales territories 
in the world. It can boast of nearly a third of 
the population of the country, nearly two-fifths 


of its industrial production, production of over 
half the livestock and nearly one-third of the 
nation’s crops. It exceeded the national growth 
rates on population, income and manufacturing 
production. More important, from the sales 
point of view, the actual number of customers 
and the actual dollar amount of added income 
have been greater in this region than the more 
rapidly growing west and southwest areas. The 
only gap in the United States market at present 
is in the teenage group where the short crop of 
depression babies is becoming apparent. 

The story of Canada’s expansion is becoming 
well known. For example, United States indus- 
trial investment in Canada in the past two years 
rose to 5.7 billion dollars, more than double 
the 1943 investment. However, while marketers 
are exploiting Canada, far too little attention 
is being paid to the American Negro market. 
The Negro market gets about one-tenth of the 
advertising expenditure U.S. advertisers spend 
in Canada. Yet a concentration of g million 
Negroes with a buying power of 15, billion 
dollars—the equivalent of Canada—live in a 
handful of urban communities. 

1953 saw the emergence of 180 new national 
advertisers, that is firms spending over $25,000 
or more. These firms, ranging from travel serv- 
ices to heavy industry, are all a part of the 
total marketing revolution that attempts to 
keep pace with the growing population which 
has more consumer money than ever to spend 
and more leisure time in which to spend it. 
There are 67 national advertisers each spending 
$200,000 or more yearly in the four major media 
which did not appear in the records in 1945. 
Seven of them are in the travel field, 10 in the 
home appliances, 11 in foods and confections, 9 
in drugs and cosmetics, and 10 in household 
goods. Obviously all of this means more and 
more competition in the hectic year of 1954. 


24.5 The Wonderful, Ordinary Luxury Mar- 
ket. Gilbert Burck and Sanford S. Parker, 
Fortune, Dec. 1953, pp. 117-119. [S.B.] 


This section of Fortune’s continuing study of 
the changing American market opens with a 
quotation from Dr. Johnson to the effect that 
luxury will strengthen and multiply the masses. 
Fortune’s thesis is that luxury has reached the 
masses and that no change in the changing 
American market has been more spectacular, 
pervasive or significant. Incidentally, no satisfac- 
tory definition of a luxury seems possible; for 
example, one economist differentiates between 
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bare necessities, conventional necessities, com- 
monplace luxuries, and rare luxuries. 
According to Fortune’s estimates, about $34.1 
billion of family income (15.3 per cent of total 
income) may be termed luxury income. Com- 
pared to 1929, there has been a slight decline in 
percentage of total income spent on luxuries— 
15-3 per cent today against 19.7 per cent in 1929 
—but total luxury income is now 50 per cent 
greater, in constant dollars. The real shift is in 
who has the luxury dollars. In 1929, there were 
41,312 incomes of more than $100,000 after 
taxes, and they accounted for a total of $8.3 bil- 
lion or more than a third of all 1929’s luxury 
income. By 1953, there were 7,070 incomes of 
more than $100,000 after taxes, and they amount 
to only 3.8 per cent of national luxury income. 
The families with incomes of $4 to $25 thou- 
sand, after taxes, now account for 80 per cent of 
the nation’s total luxury income, against 40 per 
cent in 1929. 

Fortune’s conclusion is that the American 
economy will go on expanding and an expand- 
ing economy is synonymous with—indeed impos- 
sible without—an expanding luxury market. It 
may well leap from the current $34 billion to 
perhaps $45 billion in 1960 and maybe $70 bil- 
lion in 1970. Thus the day may come when the 
economic strength of the U. S. will be based on 
luxuries. Only, of course, they won’t be defined 
as luxuries. 


24.6 The World in 25 Years: How the U. S. 
Economy Will Reach Around It. Busi- 
ness Week, October 31, 1953, pp. 97-110. 
[s.B.] 


In a broad-phased special report, Business 
Week looks forward into 1975 to an America ori- 
ented to foreign trade as never before, with the 
Western Hemisphere, the Middle East, Africa 
and Australia as prime markets. The volume of 
trade with these regions may reach $50-billion 
annually, more than three times the present 
level. 

Our trade with Europe will decrease in rela- 
tive importance, not because of any drop in the 
volume of trade with this older market, but be- 
cause of a phenomenal rise in trade with the rest 
of the world. 

The biggest change in our economy by 1975 
will probably be in the import picture. Most of 
the imports then will be industrial raw mate- 
rials, minerals, oils, fibers. But there will also be 
a huge increase in food imports both in staples 
and luxury items. 

Our exports will consist of both agricultural 


and industrial products but the biggest sales, by 
far, will be in capital goods for the growing in- 
dustrialization of new countries: machine tools, 
power plants, trucks and also farm machinery. 

By 1975, investments abroad will total $75- 
billion, it is estimated. The largest part will be 
in the Western Hemisphere, Latin America will 
get $40-billion, Africa and Australia, $5-billion 
each. The money for these investments will come 
from savings at a rate much higher than is 
needed to support U.S. domestic investment re- 
quirements. According to Colin Clark, U.S. fu- 
ture domestic investment will run about 6 per 
cent of our net national income while savings 
will be near 15 per cent. Some economists be- 
lieve that there will need to be some tax conces- 
sions to both individuals and corporations in or- 
der to induce large-scale private investment 
abroad. 

No fear is expressed over competition from 
Europe or Japan, who have increased their im- 
ports from us in the past as their dollar-earning 
capacity increased. 

This brave new world will not see free trade. 
Instead there will be long-term stabilization 
contracts to keep commodity prices from jump- 
ing violently in response to big swings of U.S. 
purchases. There will continue to be a stabiliza- 
tion fund—largely U.S. financed—to prevent sud- 
den fluctuations in foreign currencies. Also there 
will be quasi-governmental bodies to make or to 
control investments for long-range developmen- 
tal operations. 


26. STATISTICAL DATA 


26.1 Advertisers’ Annual 1954 Number. Print- 
ers’ Ink, Oct. 23, 1953. [s.B.] 


This 520-page volume is a storehouse of in- 
formation on advertising and marketing. It con- 
tains five major data sections: Basic advertising 
statistics (including a total advertising index go- 
ing back to 1867); Basic reference material on 
advertisers, agencies and media; Marketing; 
Data sources; and Legal and Ethics. 

The section on advertising media dominates 
the volume. The discussion on each of the major 
advertising media is introduced by a brief sec- 
tion on practices and procedures of successful 
advertisers in that medium. Then will come a 
section covering trends in circulation and circu- 
lation costs, trends in dollar volume of advertis- 
ing over an extended period and technical re- 
quirements of the medium in general and of par- 
ticular elements within the medium. 
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One of the richest sources of data in the entire 
volume is found in the Marketing section—the 
first publication of the material from the 1950 
Survey of Consumer Expenditures by the U.S. 
Bureau of Labor Statistics. This study reports 
the average family expenditure for 50 important 
commodities or groups of commodities in 49 
cities—all cities surveyed of more than 50,000 
population. This material is also reported in the 
November 13, 1953 issue of Printers’ Ink. 


26.2 Annual Bureau of the Census Trade Sur- 
veys. (Bureau of the Census, U. S. De- 


partment of Commerce, Washington, 
D. C.) [c.H.s.] 


Surveys of retail, wholesale, and selected serv- 
ice trades will be conducted by the Bureau of the 
Census covering business activity in the year 
1953 as part of the program of Spot Checks be- 
ing couducted in place of the 1953 Census of 
Business. The retail survey will provide informa- 
tion at the national level for about go kinds of 
business on end-of-year dollar volume of inven- 
tories, sales-inventory ratios, and receivables, 
with charge accounts and open credit shown 
separately from installment or deferred payment 
plan. The survey also will supply annual sales 
volume figures for four broad regions of the 
country for the major kind-of-business groups. 
The sales figures will supplement the national 
figures for more detailed kinds of business sum- 
marized from the monthly census retail surveys. 
The receivables data are being collected under 
the sponsorship of the Federal Reserve Board. 

The wholesale survey also will provide data 
on 1953 sales volume, end-of-year inventory vol- 
ume and inventory-sales ratios for about 35 im- 
portant merchant wholesaler trades; for these 
trades, in addition, it will provide figures on the 
annual volume of credit sales, bad debt losses 
and total operating expenses, and accounts and 
notés receivable as of the end of the year. For a 
limited number of trades, data will be provided 
on dollar volume of sales for the four broad re- 
gions of the nation. Sales ratios (1953/1952) for 
nine geographic divisions for the establishments 
in the sample will also be provided. 

The survey for selected service trades will pro- 
vide a measure of the 1953 volume of receipts 
for about 25, personal, repair, and business serv- 
ices, as well as hotels, motels, and motion picture 
theatres. In addition, a few special measures, 
such as theater admissions, seating capacity, and 
taxes; hotel and motel capacity and occupancy; 
and laundry and cleaning plant facilities and 
major receipts sources also will be supplied. 


These annual surveys will use the probability 
samples on which the Bureau’s monthly surveys 
are based. 


26.3 The Trend of Department Store Sales in 
Canada in the Post-War Period. Morris 
S. Segall, The Canadian Journal of Eco- 
nomics and Political Science, November, 
1953, PP- 520-522. [E.D.] 


Data on Canadian department store sales for 
1946-1952 obtained from the Dominion Bureau 
of Statistics are converted into average daily sales 
per month and then adjusted for both seasonal 
variations and price changes. It is found that the 
trend of “real” sales after 1946 was almost con- 
stant, that “real” sales dropped sharply in 1951 
(apparently because of government restrictions 
on consumer credit buying), and that they re- 
turned to their 1946-50 “real” level in the spring 
of 1952. 


26.4 Annual Statistical and Marketing Issue. 
Electrical Merchandising, January, 1954. 
[s.B.] 


This extremely useful analysis of the past, 
present and future of a wide variety of electrical 
appliances continues to get bigger and better. 
Looking backward it presents ten years sales data 
on appliances, radio and television, 1940-1941, 
1946-1953; data on major appliance sales by states, 
1946-1952; and retail sales of 16 appliances by 
months, 1950-1952. Looking forward, it presents 
an overall discussion of the year ahead by the 
McGraw-Hill Department of Economics and 
separate market studies of 34 appliances in ad- 
dition to radio and television. Also, since much 
of the electrical appliance business is closely tied 
to new construction, there is an article on the 
1954 outlook on housing. 


26.5 Canada’s Gains Far Greater Than U.S.A.’s. 
Sales Management, Dec. 1, 1953, pp. 
94-95: [s-B.] 


The results of the 1951 Canadian Censuses of 
Population and Trade, now being released, in- 
dicate the magnitude and rapidity of Canadian 
expansion. In the period 1941-1951, a decade of 
unprecedented advance for the United States 
economy, when population rose 15 per cent and 
retail sales 177 per cent, the corresponding Cana- 
dian gains were 22 per cent and the gain in re- 
tail sales 210 per cent. 

As in the United States, the rate of gain for 
general merchandise stores lagged far behind 
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total retail store sales gains but, unlike the U.S., 
so did food store sales. General merchandise sales 
in 1951 accounted for 16.8 per cent of the Cana- 
dian total, as against only 11.9 per cent in the 
U.S. The explanation in part reflects the some- 
what greater importance of the general country 
store in Canada which is included in general 
merchandise. 

Regional changes in the structure of retail 
trade in Canada showed the same westward shift 
that characterized the U.S. Thus, British Co- 
lumbia and the Prairie Provinces enjoyed the 
greatest gains (over 250 per cent), with the Mari- 
time Provinces lagging behind, gaining only 150 
per cent. Again, as in the United States, retail 
sales gains in the major metropolitan areas 
lagged somewhat behind the national gain, with 
by far the largest gains occurring outside the cen- 
tral cities. 


26.6 Census Bureau Population Estimates and 
Projections Issued During 1953. (Bureau 
of the Census, U. S. Department of Com- 
merce, Washington, D. C.) [c.H.s.] 


During 1953 the Bureau of the Census issued a 
number of reports presenting population esti- 
mates for the United States as a whole and for 
the individual States for the 1940-50 decade and 
for the years since the 1950 Census of Popula- 
tion, taking account of the results of the 1950 
Census. These reports appeared in the P-25, Se- 
ries of Current Population Reports. Three types 
of population estimates—total population in- 
cluding Armed Forces overseas, total resident 
population, and civilian population—are shown 
for the United States in these reports; and two 
types of population estimates—total resident 
population and civilian population—are shown 
for the States. 

Two reports were issued in 1953 presenting 
population projections for the United States: 
No. 78 gives four series of projections of the 
population, by 5-year age groups and sex, at 
quinquennial intervals, 1955 to 1975, taking into 
account current information on population 
change up through March 1953; and No. 85 
which gives projections of elementary and high 
school enrollment, by individual grades, for Oc- 
tober 1 of each year, 1953 to 1965 (with current 
estimates for October 1, 1952) and projections of 
the population 5 to 24 years of age, by single 
years of age, for July 1 of the same years. 

Copies of the reports may be obtained from 
the Population and Housing Division, Bureau of 
the Census. 


26.7 Census Bureau Summary of 1952 Govern- 
ment Finances. (Bureau of the Census, 
U. S. Department of Commerce, Wash- 
ington, D. C.) [c.H.s.] 


The lack of firm comprehensive aggregates of 
local government expenditure—last provided by 
the 1942 Census of Governments—has in recent 
years been noted as a serious gap in available 
Statistical information needed for economic 
analysis. Such data are now available from the 
Census Bureau’s recent “Summary of Govern- 
ment Finances in 1952,” which shows local gov- 
ernment expenditure totaling $20.1 billion in 
fiscal 1952. 

This report continues previous annual Census 
series on governmental revenue and debt, and 
brings together Federal, State and local govern- 
ment expenditure amounts (altogether totaling 
$101.5, billion in fiscal 1952) in terms of a consist- 
ent classification pattern by function and by 
character and object. It also supplies summary 
data as to borrowing, debt redemption, and cash 
and security holdings of State and local govern- 
ments, as well as statistics on intergovernmental 
transactions. 


26.8 Don’t Miss This Gold Mine of Market 
Data. Vergil D. Reed, Printers’ Ink, Dec. 
18, 1953, PP- 33-35; Dec. 25, 1953, pp. 
34-39: [S-B.] 

Dr. Reed points out that we’ve invested well 
over a million dollars in a marketing gold mine— 
9,000,000 punched cards in the Bureau of Labor 
Statistics in Washington. The data represent the 
largest volume of consumer expenditures infor- 
mation ever collected, even by government. The 
survey’s g1 sample cities were selected to repre- 
sent all cities and incorporated places in the 
U. S. having 2,500 inhabitants or more and other 
areas classed as urban under the new system of 
urbanized areas adopted by the Bureau of the 
Census in 1950. These data have remained hid- 
den because Congress provided no funds for 
tabulation, publication and dissemination. 

Included in the BLS survey is detailed infor- 
mation on consumer expenditures of urban 
families in 1950 for some 1,500 different items of 
consumer goods and services ranging from auto- 
mobiles to baby sitters and from television sets 
to shaving lotion. You can cross-reference any 
one of these 1,500 items with any other item in 
the list and then, if you wish, classify these by 
such family characteristics as: income class, 
family size, age of family head, race, number of 
earners in family, number of children and educa- 
tion of head of family. 


ap 
ane 
i 
| 
4 
4 
q 
4 
a 
| q 


RESEARCH IN MARKETING 


423 


A few examples of the material available for 
the tabulation expense are: 

A manufacturer of drugs and pharmaceuticals 
or the secretary of a hospital association can get 
medical expenditures for 37 items from ambu- 
lance service to X-rays by size of city, race, size 
of family, age of children, age of family head 
and money income after taxes. 

A soup manufacturer can get tabulations 
showing canned soups purchased to be served at 
home or carried from home, by kind of soup and 
number and size of units bought of each kind 
in a week classified by: income, size of family 
and number of children, race, city size, geo- 
graphic area, or even by cold, mild and hot 
cities. 


26.9 Income Distribution in the United States. 
(Office of Business Economics, U. S. De- 
partment of Commerce, Washington, 
D. C.) [c.1.s.] 


The estimates of the size distribution of per- 
sonal income included in this report represent a 
further development of the general body of na- 
tional income and product statistics regularly 
published by OBE. The report contains distribu- 
tions of families and unattached individuals and 
of family personal income by income level for 
1944, 1946, 1947 and 1950, with separate statis-) 
tics for farm operator families, nonfarm families 
and unattached individuals. Additional data are 
provided on the distribution of Federal indi- 
vidual income tax liabilities and of after-tax in- 
come in 1950, and on the composition of families 
in different income levels in the postwar period. 

The report summarizes the changes in income 
distribution that have occurred during this. pe- 
riod, discusses the concepts of income and the 
income recipient unit, and describes in detail 
the sources and methods used in deriving the size 
distribution series. 

‘The estimates of income distribution repre- 
sent a combination of two main basic sources of 
information on size distribution—compilations 
from consolidated statistics of Federal individual 
income tax returns and sample field surveys of 
family income. These two sets of source material 
were integrated by procedures described in the 
methodological appendix of the study, and ad- 
justed so as to account for income totals con- 
sistent with the personal income series of the 
Office of Business Economics. It is planned that 
the size distribution series will be carried for- 
ward as the underlying data become available 
for later years. 

Copies of “Income Distribution in the United 


States by Size, 1944-1950” may be purchased at 
65 cents from the Superintendent of Documents, 
Government Printing Office, Washington 25, 
D.C. 


26.10 New Census Bureau Series of Advance 
Retail Sales Reports. (Bureau of the 
Census, U. S. Department of Commerce, 
Washington, D. C.) [c.1.s.] 


The Bureau of the Census issued the first in its 
new series of Advance Retail Sales Reports 
covering sales in October 1953. 

The Advance Retail Sales Report anticipates 
by almost a month the regular Monthly Retail 
Trade Survey of the Bureau, and gives less kind- 
of-business detail. The first report included data 
for the more important “2-digit” kind-of-busi- 
ness groups, and for grocery stores, department 
stores, and drug and proprietary stores. The 
data were presented only as percent changes 
from the previous month, from the same month 
a year ago, and for the year to date compared 
with the same period last year. Consideration is 
being given to the inclusion of dollar volume 
and seasonally adjusted figures in subsequent re- 
leases. 

The reporting panel used for this report in- 
cludes about 1,400 single-unit establishments 
and establishment of firms operating fewer than 
11 stores which are located in the 230 sample 
areas used for the Census Bureau’s Current Re- 
tail Trade and Population Surveys. In addition, 
it includes a group of about 200 large multi-unit 
organizations. The panel is based on a proba- 
bility sample design and is a subsample of the 
panel used in the Monthly Retail Survey. 

Agreement to participate in the accelerated 
reporting program was obtained from 93 per 
cent of the panel, and of these 94 per cent sub- 
mitted a report for October 1953, the first month 
to be covered. Further field work will be con- 
ducted to bring about additional improvement 
in the reporting percentage. 

The Advance Retail Sales Report was initi- 
ated as part of the spot check program being 
conducted by the Census Bureau, and is de- 
signed to help implement the Secretary’s policy 
to provide, on a timely basis, reliable data 
needed by businessmen. 


26.11 New Social Security Data Give County-By- 
County Picture of U.S. Richard Y. Giles, 
Printers’ Ink, Nov. 6, 1953, pp. 85-87- 
[s.B.] 

Since Congress has killed off the scheduled 
censuses of business and manufacturers, re- 
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searchers will depend more than ever on the re- 
ports of the Social Security Administration. All 
employers with one or more employees are 
obliged to report number of employees, type of 
business and quarterly pay rolls to the Social Se- 
curity Administration. The current report on 
county business patterns for the first quarter of 
1951 covers retailing and wholesaling. 

Printers’ Ink reports only a sample of the data 
from the Social Security County Business Pat- 
terns Report, giving information on the coun- 
ties included in the 40 largest standard metro- 
politan areas on the basis of population. Eleven 
items of information are given: total employers, 
total employees, taxable pay rolls, number of 
employees in manufacturing, wholesaling and 
retailing, and number of employers in 5 manu- 
facturing classifications. 

The original reports contain data for the 
larger counties on 5 items of mining and quarry- 
ing, 3 items on contract construction, break- 
down of approximately 40 types of manufactur- 
ing, g kinds of public utility, 6 items under 
wholesale trade, 34 kinds of retailer, 9 entries 
under insurance, finance and real estate and 26 
different services. For each of these, there is also 
a breakdown by number of employees. 


26.12 1950 Handbook of Old-Age and Survivors 
Insurance Statistics. (Bureau of Old-Age 
and Survivors Insurance, Social Security 
Administration, Department of Health, 
Education and Welfare, Washington, 
D. C.) [c.1.s.] 


The Handbook provides data on the wage 
and employment experience of workers in “cov- 
ered” employment in 1950 and during the pe- 
riod 1937-50. While the principal purpose of the 
publication is to provide a ready reference to 
data useful in evaluating and analyzing the ef- 
fectiveness of the provisions of the old-age and 
survivors insurance program, the statistics are 
also useful for analysis and research. It contains 
the only regularly released data on the work 
history of individuals over a period of years and 
on annual earnings of individuals in specific in- 
dustries in the United States. 

The statistics, which are based on a one-per- 
cent sample (about 900,000 accounts), provide 
distributions by age, sex, and race of the work- 
ers as well as by annual and cumulative wages, 
patterns of years of employment, labor mobility, 
number of quarters of employment, old-age and 
survivors insurance status, and State and in- 
dustry of employment. This Handbook shows 


data on the changes in the number of insured 
accounts resulting from the 1950 Amendments 
to the Social Security Act. An accompanying 
text explains the data. 

Copies of the “Handbook of Old-Age and 
Survivors Insurance Statistics, 1950” may be 
purchased, at $1.00 each, from the Superintend- 
ent of Documents, Government Printing Office, 
Washington 25, D. C. 


26.13 1953 Statistical Abstract of the United 
States. (Bureau of the Census, U. S. De- 
partment of Commerce, Washington, 
D. C.) [c.H.s.] 


The Bureau of the Census has just issued the 
1953 edition of the Statistical Abstract of the 
United States, the one-volume basic reference 
source for industrial, social, political, and eco- 
nomic statistics of the United States. It includes 
a broad selection of data from most of the im- 
portant statistical publications, both govern- 
mental and private, and an extensive bibliogra- 
phy of statisical sources arranged by particular 
subject fields. 

A special feature of the 1953 issue is the in- 
clusion of much new material from the 1950 
Censuses of Agriculture, Population, and Hous- 
ing. 

Other changes in this edition involve par- 
ticularly selections from the recent study “Share 
Ownership in the United States” made by the 
Brookings Institution; new tables on the sur- 
vival experience of business firms; on industrial 
research and development expenditures; on 
marriage and remarriage by age of bride and 
groom; on divorces and annulments by dura- 
tion of marriage; on civilian employees with 
veteran preference in Federal employ; on votes 
cast for Governor, by States; on indexes of em- 
ployment, production, prices, retail trade, and 
income for selected foreign countries; and 
others. 

Copies of the 1953 edition, bound in buck- 
ram, may be obtained from the Superintendent 
of Documents, Government Printing Office, 
Washington 25, D. C., at $3.50 a copy. 


26.14 Revision of Federal Reserve Board Index 
of Industrial Production. (The Board of 
Governors of the Federal Reserve System, 
Washington, D. C.) [c.u.s.] 


The more obvious major features of the basic 
postwar revision are an up-dating of the com- 
parison base period from 1935-39 to 1947-49 and 
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a change to the Standard Industrial Classifica- 
tion from the prewar Census classification sys- 
tem. More substantive features relate to the up- 
dating of the weight year from 1937 to 1947, en- 
largement of the number of monthly series from 
100 to 175, substantial improvement of many 
old series, the development of independent an- 
nual indexes to which the monthly indexes are 
adjusted, and new seasonal factors for all major 
groups. 

The revision so far applies mainly to the pe- 
riod from 1947 to date. For the earlier period 
the Board has adjusted its old manufacturing 
output indexes for the years 1939-1947 to the 
comprehensive benchmark changes developed 
by a joint Census-Federal Reserve project, and 
has linked the old to the new in January 1939 
for the period back to 1919. Similar benchmarks 
and links were made for minerals. These interim 
revisions have been done at the level of the 
major divisions of the index in order to facili- 
tate comparisons with the more recent period. 

In a general way, changes in industrial ac- 
tivity since 1947 are shown to be similar by both 
the new and the old total indexes. In the first 
half of 1953, both indexes indicate that activity 
was at a record level for the postwar period, 
about one-eighth above 1952. Both show that 
since mid-1953, output has been reduced fairly 
generally. For October, 1953 the new index was 
about 4 per cent below the highs which it es- 
tablished in May and July; the old index was 
down about 5 per cent from its peak reached 
in March. Both indexes show that industrial 
production in October was at about the same 
level as a year earlier. 

The Board has published two articles in the 
December Federal Reserve Bulletin, the first 
being a general discussion of the results and 
the second being a detailed description of the 
new index. Copies of these articles in reprint 
form together with detailed tables on descrip- 
tion and sources of data and the revised index 
numbers are available upon request to the 
Board’s Division of Administrative Services. 


26.15 Sample Redesign of Current Population 
Survey. (Bureau of the Census, U. S. De- 
partment of Commerce, Washington, 
D. C.) [c.1.s.] 


The Census Bureau has redesigned the sample 
for the Current Population Survey, adopting 
the primary sampling units currently in use for 
the Census Current Business Reports. 


The principal aspects of the redesign, as they 
affect the Current Population Survey (CPS), are: 


1. An expansion of the number of areas (pri- 
mary sampling units) in the sample from 
the present 68 to 230 in the redesign. 

2. The total number of households in the CPS 
sample will continue at the present level 
(25,000), but will be spread over the en- 
larged number of primary sampling units. 

3. The period of enumeration of the CPS may 
be extended where necessary from the 
present 8 days to a maximum of 10 calen- 
dar days. 

4. The district offices operating the CPS and 
the retail trade survey have been reduced 
from 63 to 34. The staff in these offices is 
being strengthened. The number of re- 
gional offices has been reduced from 7 to 
5. The Census Bureau is working on the 
development of a system of enumerator 
quality control to maintain performance at 
acceptable levels. 


The purposes of redesign are: (1) to take ad- 
vantage of better resources and improvements 
in the sample design in order to provide more 
information per unit of cost in the current 
population and retail trade surveys; and (2) to 
strengthen the accuracy of published statistics 
for both surveys, to provide additional national 
statistics, to make possible regional statistics for 
summary characteristics, and to strengthen vari- 
ance estimates made from the sample. 


26.16 Who Gets What Income and Where. Jay 
M. Gould, Sales Management, Nov. 10, 
1953, pp- 65-106. [s.B.] 


Reported here for all U. S. standard metro- 
politan areas and the counties therein contained 
are the distributions of consumer spending units 
by annual disposable income. The spending 
units are classified in four income groups: 0 to 
$2,499; $2,500 to $3,999; $4,000 to $6,999; $7,000 
and over. Each income group is represented in 
percentage of spending units and of dollars in 
its locality. 

A general conclusion is that the larger the 
metropolitan area, the greater the concentration 
in the higher income brackets. It is pointed out 
that ranking markets on the basis of mean per 
capita income may be misleading for manufac- 
turers aiming at the middle-income bracket. 
New York is a case where inspection of overall 
income by income classes reveals that the trek to 
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the suburbs has stripped New York City of its 
middle-income group, making it a city of 
“princes and paupers.” 


29. THEORY OF MARKETING 


29.1 Competition, Monopoly and Countervail- 
ing Power. Walter Adams, Quarterly 
Journal of Economics, November, 1953, 
pp. 469-492. [E.p.] 


This is an appraisal of the role of countervail- 
ing power recently stated by J. K. Galbraith 
(American Capitalism: The Concept of Counter- 
vailing Power. Boston: Houghton Mifflin Com- 
pany, 1952). Mr. Adams examines the theory in 
terms of its theoretical and practical applicabil- 
ity. He concludes that its limitations include the 
following: (1) Countervailing power is often 
undermined by vertical integration (e.g., Para- 
mount Pictures and DuMont) and top-level fi- 
nancial control (e.g., Pullman Incorporated). 
(2) Bilateral monopolies created through the 
process of countervailance are not a desirable 
solution to the problem of economic power be- 
cause of the risk of consumer exploitation (e.g., 
by unions and management). (3) The counter- 
vailing influence of technological and interin- 
dustry competition is not a meaningful substi- 
tute for neoclassical competition as evidenced 
by experience in railroads, steel, and cans. (4) 
Countervailance through government action is 
often impossible because of pressure groups. 
(5) The thesis rests on the dubious assumption 
that giant firms are the inevitable result of 
twentieth century technology and economics. 


29.2 Imperfect Competition Revisited. Joan 
Robinson, The Economic Journal, Sep- 


tember, 1953, pp. 579-593- [E-D.] 


This reéxamination of the concepts and 
theory of imperfect competition by one of its 
original exponents includes a number of re- 
freshing ideas and suggestions for refinements. 
It even contains a few rather kind words for Mr. 
Chamberlin. 

(1) An industry is “a group of firms engaged 
in production of commodities alike in their 
methods of manufacture,” while a market is 
“the demand for a group of commodities which 
are close substitutes for each other.” Control is 
easier to achieve over one industry supplying 
many markets than over one market supplied 
by several industries. Analysis needs to be in 


terms of polypoly in an imperfect market with 
price discrimination. 

(2) Who maximizes what? The firm probably 
attempts to maximize profits, but the concepts, 
“normal level of profits” and “equilibrium size 
of firm,” have little applicability to reality. 

(3) Oligopoly was neglected in Economics of 
Imperfect Competition because of an inability 
to deal with it. 

(4) Price is not the main vehicle of competi- 
tion, but the many forms of competition do not 
lend themselves to precise mathematical analy- 
sis. Also, product differences and advertising 
appear to be as much a competitive factor be- 
tween manufacturers and dealers as between 
manufacturers. 

(5) The analysis of price policy in the Eco- 
nomics of Imperfect Competition can be elab- 
orated to cover the following situations: (a) time 
decisions about whether or not to add a new 
line; (b) price policies when a firm sells many 
products in markets of varying degrees of per- 
fection; (c) reactions to changes in prime costs 
which affect all firms; (d) reactions to lower 
costs resulting from technical improvements; 
(e) reactions to fluctuations in demand. The 
original analysis of pricing policy in Economics 
of Imperfect Competition now appears too 
simple. Oligopoly, price leadership, and a feel- 
ing for playing the rules of the game must be 
brought in. 

(6) The greatest weakness of Economics of 
Imperfect Competition is its failure to deal with 
time. The concept of a long-run supply schedule 
is very complicated. 

(7) The chief cause of monopoly is competi- 
tion. A second cause is a decline or stabilization 
of demand. Monopolies may be formed where 
the boundaries of an industry coincide with the 
boundaries of a market; where demand is in- 
elastic; where there are economies of scale, natu- 
ral limitations, or specialized know-how; or 
where there is an “unnatural” hold over retail- 
ers. An analysis of the causes and consequences 
of the process of survival or of the decline of 
competition has hardly begun. 


32. WHOLESALING 


$2.1 Is the Wholesaler Losing Out? Business 
Week, November 28, 1953, pp. 41-42. 
[s.B.] 


General Electric and its subsidiary, Hotpoint, 
have recently inaugurated a new policy of direct 
shipment of carloads of mixed appliances to 
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dealers, bypassing the wholesaler. However the 
wholesaler, or distributor as he is known in the 
appliance business, will still continue to process 
the orders and handle the financing involved. 
Hotpoint makes the point that the shipments 
needn’t go to just one consignee, that a group 
of smaller dealers in one area can order a ship- 
ment together and split it up. 

This technique of direct shipment may even- 
tually convert the distributor to a manufactur- 
er’s agent whose emphasis would be on mer- 
chandising and selling abilities since he would 
come to hold little or no inventory. There will 
also be an effect upon dealers too: dealers will 


be turned more and more to single lines as in 
autos. Hotpoint for one says frankly that the 
move is tied in with its whole one-franchise 
philosophy. 

Finally, this move brings into focus the ad- 
vantages of centralizing production as GE has 
done at Louisville, Hotpoint at Chicago, and 
Westinghouse at Mansfield, Ohio. 

In other words, distribution and its needs will 
increasingly dictate the location and arrange- 
ment of consumer goods plant. This is all part 
of the general drive to shorten the lines of dis- 
tribution between factory and consumer, of 
which the mixed carloads is just one piece. 
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Legislative and Judicial Developments 
in Marketing 


WILLIAM F. BROWN, Editor 
University of California, Los Angeles 


Editorial Staff: KENNETH J. CURRAN, Colorado College 
RALPH L. WESTFALL, Northwestern University 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest, (2) new cases which consti- 
tute more or less routine reaffirmation of well estab- 
_ lished rulings, (3) decisions handed down by inferior 
courts which are likely to be reviewed by higher 
courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 
Readers who have comments or suggestions re- 
specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


II. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 

A. Product Standards 

B. Product Quality 

C. Packaging and Conditions of Sale 


III. REGULATION OF PRICE COMPETI- 

TION 

A. Price Discrimination 

B. Resale Price Maintenance. 

C. Price Control (Minimum and Maxi- 
mum) 
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IV. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


V. REGULATION OF UNFAIR COMPETI- 
TION 
A. Advertising 
B. Non-Advertising Promotional Methods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


1. United States v. E. I. du Pont de Ne- 
mours and Company, CCH 4 67,633 (D. C. Del., 
December, 1953). [K.J.c.] 


On December 14th, 1953, Chief Judge Leahy 
of the Federal District Court, Delaware, ac- 
quitted du Pont of charges of monopolizing the 
cellophane business brought by the Government 
six years earlier. 

In briefest outline, the facts of the case are 
these. Early in the 1920s, du Pont had secured its 
entry into the cellophane business under patents 
obtained from La Cellophane, a French concern. 
This original undertaking was a joint venture. 
Not long thereafter, however, du Pont de- 
veloped under its own patent a new product— 
moisture-proof cellophane—and absorbed the 
business in its own organization. It subsequently 
licensed one firm, Sylvania, under its basic pat- 
ent with royalties which were graduated with the 
volume of Sylvania’s domestic sales. The basic 
cellophane patent has, of course, expired and 
the business today is shared by three companies 
—namely, du Pont, American Viscose, and Olin. 
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Du Pont’s share is 68 per cent of the total pro- 
ductive capacity. Cellophane is, however, sold in 
competition with other products, such as glas- 
sine, waxed paper and foil. Du Pont’s cellophane 
sales make up only about 20 per cent of the en- 
tire market for these flexible packaging mate- 
rials. 

The backbone of Judge Leahy’s decision is his 
contention that the market presented in this 
case is not the cellophane market but rather the 
entire market for flexible packaging materials. 
This market du Pont did not monopolize, for 
the major indication of monopoly power is the 
ability to set prices arbitrarily with little regard 
to competition. This du Pont could not do ac- 
cording to the Court, for evidence showed that 
du Pont had to fight hard for its sales, customers 
shifted back and forth among du Pont and its 
competitors, cellophane sales expanded as the 
price differential between cellophane and com- 
peting materials narrowed and many times du 
Pont had to cut prices to meet advantages pos- 
sessed by other products. 

Although the above seems to be the founda- 
tion of the decision, Judge Leahy buttressed it 
with other findings. Even if du Pont had en- 
joyed a monopoly it would have been a legal 
monopoly for it was based on valid patents. This 
was, according to the Judge, the first case where 
a patentee had been charged with monopolizing 
his own invention. Moreover, even though the 
only product concerned was cellophane, the facts 
as to how du Pont achieved its dominant posi- 
tion would constitute a valid defense against the 
monopoly charge. It had not gained its position 
by excluding competitors but by superior techni- 
cal skill and effective competitive activity. 

The significance of this decision lies in the 
Court’s broad concept of the market and in the 
attention it paid to the accomplishments of du 
Pont rather than the mere size of du Pont rela- 
tive to the industry. 

The Government contended that the market 
concerned was the market for cellophane apart 
from the market for other flexible packaging ma- 
terials. The Court found that these products 
were all highly competitive with each other and, 
in effect, were sold in the same market. Thus du 
Pont’s control amounted to only 20 per cent. 

Judging from the description of the competi- 
tive situation given in the decision, the Court’s 
interpretation of the market would seem to be 
the correct one. The purpose of competition is 
to open such alternative sources of supply to 
buyers that pressure is exerted on sellers to im- 


prove their products, reduce costs and lower 
prices in an effort to hold and expand their vol- 
ume of sales. If these results are obtained, it mat- 
ters little whether the competing products are 
alike—cellophane with cellophane—or dissimilar 
—cellophane with waxed paper. Just where the 
market line should be drawn separating non- 
competing products calls for the exercise of 
judgment, for it has become trite to point out 
that in some degree all products compete with 
each other for the buyer’s limited dollars. 

One of the more interesting disputes over 
antitrust policy has concerned the relative 
weight that should be placed on the size and on 
the accomplishments of business firms in judging 
charges of monopolization. Some critics have felt 
that in recent years the courts have placed too 
much emphasis on the size of the firm relative to 
the industry and not enough on the performance 
of the firm and the industry. (See report on the 
Attorney General’s National Committee to 
Study the Antitrust Laws in the January, 1954, 
issue of this section.) A firm in a dominant posi- 
tion with a record of dynamic development and 
falling costs and prices would not, to these crit- 
ics, be monopolizing—at least not in any anti-so- 
cial sense. Those who hold this view will be 
delighted with Judge Leahy’s decision. In his 
conclusion of law he stated: “The record reflects 
not the dead hand of monopoly but rapidly de- 
clining prices, expanding production, intense 
competition stimulated by creative research, the 
development of new products and uses and other 
benefits of a free economy. Du Pont nor any 
other American company similarly situated 
should be punished for its success.” 


2. Also noted: 

a. Board of Governors of the Federal Reserve 
System v. Transamerica Corp, cert. den., 74 S. 
Ct. 225 (November, 1953), approves, by refusing 
to review, the decision of the Third Circuit 
Court of Appeals which had upheld the defend- 
ant’s right to build up a chain of banks on the 
grounds that interstate competition was not sub- 
stantially lessened. (See the January, 1954, issue 
of this section.) 


B. Collusive Practices 


1. United States v. Henry S. Morgan et al., 
CCH 67,586 (D.C.S.D.N.Y., October, 1953). 
[K.J.c.] 

In October, 1947, the Department of Justice 
brought a civil antitrust suit against seventeen 
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investment banking firms and the Investment 
Bankers Association charging them with con- 
spiring to restrain trade and to monopolize the 
distribution of securities in violation of the 
Sherman Act. Six years later, the defendants won 
an unqualified victory over the Government in 
a decision by Judge Medina which was almost a 
eulogy of the industry. This case was among the 
most involved ever tried in an American court. 
The trial lasted for 309 court-room days, ap- 
proximately 100 thousand pages of material 
were printed and the Judge’s 424 page opinion 
was the longest in the history of our courts. 
Moreover, Judge Medina spent two weeks study- 
ing the details of some typical security issues be- 
ing processed by Halsey Stuart & Co. merely to 
obtain the background knowledge necessary to 
an understanding of the case. 

The Government’s main case centered around 
the charge that the defendants had conspired to 
suppress competition in their industry by triple 
policies dubbed “traditional banker,” “historical 
position” and “reciprocity.” The charge alleged 
that the investment banker who first managed 
an underwriting for a particular corporation be- 
came its “traditional banker” with a right recog- 
nized by the conspirators to manage all future 
security issues of that corporation. The manager 
of an underwriting customarily purchased and 
distributed the securities through a syndicate 
which it set up for the purpose, and once a 
banker was included in such a syndicate its “‘his- 
torical position” entitled it to participate on 
substantially the same terms in future syndicates 
created to distribute the securities of the same 
issuer. Finally, the charge went, the investment 
bankers managing issues set up their syndicates 
on the basis of “reciprocity,” the Government 
alleging that each defendant kept a reciprocity 
record showing the business it had given and re- 
ceived from each of the other defendants. In 
other words, the Government’s complaint boiled 
down to the charge that the defendant bankers 
had conspired to share their common market by 
elaborate conventions peculiar to their business. 
All evidence of conspiracy was circumstantial. 

The basis of Judge Medina’s decision was 
simple. That participation in past syndicates 
had some bearing on participation in future 
syndicates and that there was a certain amount 
of reciprocal dealing in the investment banking 
business was clear. However, he found no evi- 
dence, circumstantial or otherwise, to indicate a 
conspiracy to follow such practices. Thus the de- 
fendants had not violated the law, for as he 


pointed out many times during his decision, the 
heart of the charge was joint action. 

The principle on which Judge Medina ac- 
quitted the defendants is, of course, news to no 
one since it is as old as the Sherman Acct itself. 
Interest in his decision arises out of the attitude 
he displayed—which in many respects is critical 
of recent trends in antitrust decisions. Too 
often, he feels, lawyers and even judges have 
failed to heed repeated admonitions that every 
antitrust case must stand on its own feet and 
conclusions be reached in view of the peculiari- 
ties of the industry involved. ‘“‘We must not for- 
get,” he writes, “that the law is a living, dynamic 
force at all times responsive to the needs of so- 
ciety, and not a mere game in the playing of 
which judges move about quotations from ear- 
lier cases as one would shift kings and queens on 
a chess-board.” Thus although the decisions of 
the Supreme Court of the past fifteen years seem 
to have taken price-fixing out of the realm of 
the rule of reason and made of it a per se viola- 
tion, he appraised the price-fixing of the invest- 
ment bankers’ syndicates in the light of the pe- 
culiarities of the business, in so doing reviving 
the generous dimensions of the rule of reason as 
embodied in the Chicago Board of Trade (246 
U.S. 231 [1918]) and Appalachian Coals (288 
U.S. 344 [1933]) cases of several decades ago. 

Judge Medina, too, implied criticism of the 
recent tendency of the courts to jump from evi- 
dence of commonly followed business policies to 
the conclusion that there is tacit agreement or 
conspiracy when in fact no conclusive evidence 
of it exists. He wrote: “But it is supposed by 
some that the requirement of combination is a 
mere empty phrase to which one must indeed do 
lip-service, but which may easily be got around 
by finding agreement, combination or con- 
spiracy when in truth and in fact no agreement, 
combination or conspiracy exists, provided the 
result obtained seems desirable and in the public 
interest.” He showed an inclination to appraise 
a practice from the point of view of the man en- 
gaged in the business, and when that is done a 
practice widely followed may appear the result 
of the exercise of common horse-sense rather 
than the product of tacit agreement. For ex- 
ample, another judge might have found evi- 
dence of conspiracy in the policy, followed to 
some extent in the security business, of allotting 
participations in underwritings by reciprocity, 
but to Judge Medina “. . . it is a natural and 


normal thing for those in the same industry oc- 
casionally to seek business on the basis of busi- 
ness given.” 
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2. George Earl Toolson v. New York Yan- 
hees, Inc., et al., 346 U.S. 356 (November, 1953). 
[K.J.C.] 

In a one paragraph decision, the Supreme 
Court refused to overrule its 1922 decision in 
Federal Baseball Club of Baltimore v. National 
League of Professional Baseball Clubs (259 U.S. 
200) in which it held that professional baseball 
was not interstate commerce and hence was not 
subject to the jurisdiction of the Federal anti- 
trust laws. 

The New York Yankee decision is interesting 
primarily because of the Supreme Court’s re- 
luctance to reverse itself because of the disrupt- 
ing effects on the industry that would follow. Its 
approach was pragmatic. It maintained that 
Congress had had thirty years since the 1922 de- 
cision in which to bring baseball within the 
scope of the antitrust laws if it had so wished. In 
the meantime, the baseball business had de- 
veloped with the understanding that it was not 
subject to the antitrust laws, and the Supreme 
Court was unwilling to disturb that develop- 
ment in the absence of action by Congress. 

Two members of the Court (Burton and 
Reed) dissented. They maintained what is per- 
fectly obvious—namely, that professional base- 
ball is a business operating in interstate com- 
merce. Reversing the reasoning of the majority, 
they held that if baseball was to be given special 
treatment, it should be by specific act of Con- 
gress exempting the business from the antitrust 
laws. In the absence of such legislation, baseball 
should be treated like all other interstate busi- 
nesses. 


g. United States v. National Football 
League, et al., 116 F. Supp. 319 (D.C.E. Pa., No- 
vember, 1953). [K-J-C.] 


This suit was brought by the Department of 
Justice to enjoin the operation of certain by-laws 
of the National Football League which placed 
restrictions on the televising and broadcasting 
of professional football games. 

Judge Grim in his decision disposed of the 
contention that professional football, like base- 
ball, was a sport and not an interstate business 
according to the decisions of the Supreme Court 
(see Toolson v. New York Yankees, Inc., above) 
by pointing out that in the present case it made 
no difference what professional football was. 
Unlike the baseball cases, the rules of the Na- 
tional Football League restrained telecasting 
and broadcasting, and there was no doubt that 
they were interstate commerce. 


However, the fact that interstate commerce 
was restrained did not, according to the Judge, 
mean that the Sherman Act was violated. Rea- 
sonable restraints were legal, and he proceeded 
to appraise the by-laws of the League in the light 
of the reason for them and their ultimate impact 
on competition. He pointed out that profes- 
sional football is unique. Whereas the ordinary 
business man need have little concern that he 
might compete so well that he drove competitors 
into failure, in football if too effective competi- 
tion by the strong teams eliminated the weaker 
teams, it would also eliminate the league and 
hence the business. Thus rules helping to 
strengthen the competitive position of the 
weaker teams, and so preserve them, were rea- 
sonable in the light of the unique circumstances. 

The by-law of the League which forbade the 
telecasting of outside games in the territory of a 
team playing at home was suitably designed to 
encourage attendance at home games and so 
strengthen the weaker teams. It was found to be 
a reasonable—and hence legal—restraint of trade. 
However, radio broadcasting (in contrast to ‘ele- 
vising) of outside games in the territories of 
teams playing at home had not been shown to 
have an adverse effect on the latter’s game at- 
tendance, and the rule forbidding such broad- 
casts without the home team’s permission was 
unreasonable and hence illegal.. Likewise, rules 
preventing both televising and broadcasting out- 
side games when home teams were playing games 
away from home were unreasonable and illegal. 
Such rules had no demonstrated effect on game 
attendance and served only to give home teams 
televising and broadcasting monopolies in their 
own territories. Finally, the by-law which gave 
the League Commissioner veto power over the 
telecasting or broadcasting of any game was like- 
wise illegal because it was incompatible with the 
Court’s finding that some of the restrictions im- 
posed by the League were illegal. 


C. Market Exclusion Tactics 


1. Maola Ice Cream Co. v. Maola Milk & 
Ice Cream Co., 77 S.E. 2d 910 (Sup. Ct. No. Caro- 
lina, October, 1953). [W.F.B.] 


Contracts which buyers of businesses obtain 
from the vendors occasionally provide that the 
vendor may not again establish a business which 
will compete with the one sold. These agree- 
ments have usually been frowned upon in the 
common law, and in order to permit such cove- 
nants some states have enacted specific legisla- 
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tion, hedged about with a number of safeguards 
to protect the public interest. Such an arrange- 
ment is at issue in this case, although the action 
is complicated considerably by questions con- 
cerning unfair competition arising out of in- 
fringement of rights in a trade name. The pred- 
ecessor of the appellee in this proceeding had 
owned two plants producing “Maola” ice cream 
—one in Washington, N. C., and the second in 
Bern, in the same state. Their output was sold 
in respective territories north and south of 
Vanceboro in eastern North Carolina. In 1935 
the Bern plant was sold to a predecessor of the 
appellant, together with the right to use the 
“Maola” name. The new owner of the Bern 
plant orally agreed not to sell north of Vance- 
boro and the vendor in return promised not to 
sell south of this point. However, in 1953, the 
present owner of the Bern plant, appellant, pur- 
chased a dairy in Williamston, N. C., and began 
distributing ““Maola” ice cream in the proscribed 
area north of Vanceboro, in part of which, of 
course, “Maola” ice cream had been sold by 
appellee for many years. 

Charging unfair competition, the appellee 
sued to enjoin this invasion of its territory, 
pointing out that the public was confused by the 
presence of two “Maola” brands of ice cream, 
that appellee was losing sales, that the action 
violated the 1935 agreement, and that in 1944 
appellee’s predecessor had registered the brand 
name. The lower court supported this charge 
and issued a restraining order, but here the 
North Carolina Supreme Court reverses the de- 
cision on three grounds. First, it points out that 
North Carolina law requires that agreements re- 
stricting right to do business as here alleged 
must be in writing; second, the alleged agree- 
ment went beyond the necessary protection of 
the original company because the concern had 
never sold in all of North Carolina north of 
Vanceboro; and third, restrictive agreements 
must be reasonable, even if in writing, and this 
one would not have been because it included 
more territory than was necessary to protect the 
parties. Furthermore, the registration of the 
trade name in 1944 was inconsequential because 
the right to use the name already had been spe- 
cifically granted to the Bern purchaser in 1935; 
hence its use could not be exclusive. 

Certainly this decision makes it evident that 
one who wishes to limit in this way the right of 
others to conduct a business should seek com- 
petent legal counsel. 


II. REGULATION OF PRODUCT CHAR. 
ACTERISTICS 


B. Product Quality 


1. Otto Milk Co. v. Rose, Mayor, et al., 99 
A 2d 467 (Sup. Ct. Pennsylvania, October, 1953). 
[R.L.w.] 


In April, 1951, this section reported the deci- 
sion of the United States Supreme Court in the 
Dean Milk case, which curbed, in one industry 
at least, the ability of local ordinances to inter- 
fere with interstate commerce. The facts in the 
present case are not dissimilar to those of this 
earlier proceeding. Johnstown, Pennsylvania, 
enacted an ordinance which provides that per- 
mits to sell milk within the city shall not be 
issued until city inspectors examine the farms 
where milk is produced and all handling points 
thereafter. The Otto Milk Company of Pitts- 
burgh sought such a permit but was refused on 
the ground that the required inspection would 
be so expensive as to be an undue burden on 
the taxpayers. Otto then sought, unsuccessfully, 
a local court order forcing the city to issue the 
permit. Here, the Supreme Court of Pennsyl- 
vania reverses this ruling. 

It is easy to understand the city’s position in 
the case. Otto obtained milk from some 800 
farms dispersed over an area extending as much 
as 200 miles from Johnstown. To inspect these 
farms and all handling points would require, ac- 
cording to the city, two additional inspectors at 
an annual cost of $10,000. The city had an ade- 
quate milk supply; therefore, why go to this 
added expense? 

As the Court pointed out, however, if such 
action were permitted, it could lead to the elim- 
ination of the Otto Co. from all markets. Each 
city could refuse to incur the expense of inspect- 
ing the company’s milk sources. This would ob- 
viously be an intolerable situation. 

It is just as obvious that a city should be able 
to regulate the purity of food products sold 
within its boundaries. Such regulation, however, 
must be “reasonable,” the Court said, and not 
“absolutely prohibitive.” The court recognized 
that there is some limit beyond which it is im- 
practical for a city to inspect the production of 
food imports. 

In its decision the Court felt called upon to 
suggest some practical methods of reconciling 
these conflicting points of view. Three alterna- 
tives were set forth: 


1. The city could accept the approval of other 
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city, state, or federal agencies that ap- 
proved milk. (The Otto Co. had been ap- 
proved by agencies in each of these classes.) 

2. Make spot checks of production and han- 
dling facilities. 

g. Make companies pay the expense of such 
inspection. To be fair, then, a city should 
charge all companies for such inspection. 


III. REGULATION OF PRICE COMPETI. 
TION 


A. Price Discrimination 


1. Mead’s Fine Bread Co. v. Moore, CCH 
208 F.2d 777 (CCA 10, December, 1953). [W.F.B.] 


Although this decision involves the applica- 
tion of the Robinson-Patman Act specifically, its 
implications are much broader since the finding 
is grounded upon an interpretation of the scope 
of interstate commerce as it affects federal 
statutes regulating competition. The action has 
a long history and has been previously reported 
here (in October, 1951). The facts are clear. 
Moore was the only baker in Santa Rosa, New 
Mexico, but many local retailers also purchased 
baked goods from the Mead Company, whose 
bakery was located in Clovis, New Mexico. 
Moore announced that his sales volume was too 
small and that he planned to move away. The 
local merchants met and agreed to buy from 
him alone. Mead thereupon cut prices almost 
in half to his Santa Rosa customers, though not 
to retailers in other areas in which he was sell- 
ing (including El Paso, Texas). Many of the 
local retailers forgot their promise and Moore 
found he was losing volume. He promptly sued 
Mead for treble damages, charging the latter with 
violation of the Robinson-Patman Act because 
of the price favoritism he was showing Santa 
Rosa -retailers. The lower and appellate courts 
ruled that Moore could not collect, since he 
himself had violated the Sherman Act by taking 
part in the original restrictive agreement with 
the local retailers, but the Supreme Court re- 
versed this position and eventually the case re- 
turned to the district court. Here, after instruc- 
tions from the judge, the jury found that Moore 
was entitled to treble damages and costs, $68,400 
in total. Mead appealed. 

The Tenth Circuit Court remains unsympa- 
thetic toward Moore and in this decision re- 
verses the district court’s award on the basis that 
competition in interstate commerce was not 
substantially affected by Mead’s activities and 


that therefore the action does not come within 
the scope of the federal laws regulating com- 
merce. The reasoning of the decision seems very 
logical, though whether the Supreme Court will 
agree remains to be seen. The major recent de- 
cisions interpreting the scope of interstate com- 
merce are reviewed and it is emphasized that 
such commerce is regulated only if the trade 
concerned is between firms in different states or 
if competition between firms in different states 
is affected by trade between local firms. Here 
both the trade involved and the competition 
affected are local. The fact that Mead does sell 
a small amount to retailers in Texas is unim- 
portant. It might be noted that recently several 
state courts have taken a somewhat different 
view, namely, that one who sells in interstate 
commerce may not violate a federal law even in 
strictly local sales because his ability to compete 
in interstate commerce is affected by his success 
in making local sales. (For example, in the Janu- 
ary and July, 1952, issues respectively of this 
section see Hoffman-LaRoche, Inc. v. Weissbard 
and Cal-Dak Co. v. Sav-On Drugs, Inc.) And the 
United States Supreme Court has taken a very 
liberal view of interstate commerce in the Lo- 
rain Journal decision, reported in the April, 
1952, issue. 


2. Shlomchik v. Hygrade Bakery Co., CCH 
q 67,632 (D.C.E.D.Pa., December, 1953). [wW.F.B.] 


Almost identical to the issue presented in the 
case above is that involved in this action, the de- 
termination of the line of demarcation between 
inter- and intra-state commerce in the applica- 
tion of the Robinson-Patman Act. Again this is 
a suit for treble damages. The Hygrade Bakery 
Company, a Pennsylvania producer of pretzels 
and potato chips, sells them throughout the 
United States, generally through wholesalers. 


Shlomchik, a Philadelphia wholesaler of such © 


products, had distributed Hygrade products in 
the city, but decided to change his source of 
supply. Thereupon the defendant followed him 
along his route, offering to sell his products to 
Shlomchik’s retail customers at prices substan- 
tially below those regularly charged even to 
Hygrade’s wholesale customers elsewhere. Plain- 
tiff contends that Hygrade is offering these dis- 
criminatory low prices solely to his customers in 
order to drive him out of business, an injury to 
competition which he contends is within the 
purview of the Robinson-Patman Act. 

The court refused to accept plaintiff's ar- 
gument, pointing out that although the dis- 
crimination may have been reprehensible, the 
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competition affected thereby was purely intra- 
state: the sales involved were being made by a 
Pennsylvania manufacturer to Pennsylvania re- 
tailers to the competitive detriment of a Penn- 
sylvania wholesaler. The fact that the manu- 
facturer also happens to sell in other states does 
not, says the court, bring the activity within the 
scope of federal legislation. 


B. Resale Price Maintenance 


1. Opinion of the Attorney General of 
Minnesota, CCH {67,590 (October, 1953). 
[W.F.B.] 


For many years conventional retailers have 
been irritated, to say the least, wherever they 
encounter competition from Army Post Ex- 
changes or similar retail institutions operated 
by the armed forces. They understandably re- 
sent this form of competition and properly so— 
at least to the degree that it is subsidized by the 
government and to the extent that sales are 
made, directly or indirectly, to others than 
members of the services. Typically these ex- 
changes sell at very low prices and this competi- 
tion arouses particular opposition when these 
cut prices are granted on merchandise that is 
normally price maintained. An inquiry respect- 
ing this practice led to the response given here. 
The Attorney General of Minnesota sees little 
opportunity of enforcing fair trade minimums in- 
sofar as exchanges are concerned, pointing out 
that these institutions are established by recog- 
nized agencies of the Federal Government and 
therefore are not subject to fair trade laws, 
which are of state enactment. 


2. Also noted: 


a. Opinion of the Attorney General of Min- 
nesota, CCH 4 67,581 (September, 1953), sug- 
gests that retailers who advise their customers 
to accumulate sales slips to a specified total and 
then redeem them for two per cent of this value 
are not violating the state’s fair trade law pro- 
viding that the fair trade contracts covering the 
merchandise sold do not specifically prohibit 
this practice and providing that the two per 
cent does not exceed the value of non-fair 
traded items sold. 


C. Price Control (Minimum and Maximum) 


1. Noted: 


a. Opinion of the Attorney General of Ken- 
tucky, CCH 4 67,589 (October, 1953), states that 


periodic or seasonal sales campaigns which make 
use of coupons or premiums do not appear to 
violate the state’s statutory prohibitions respect- 
ing the sale of merchandise below cost with the 
intention of destroying competition. 


IV. REGULATION OF CHANNELS OF DIS. 
TRIBUTION 


B. Relations Between Buyers and Sellers: Ex- 
clusive Dealing Arrangements, etc. 


1. Vann v. Toby, CCH 4 67,579 (Texas Ct. 
of Civil Appeals, May, 1953). [w.F.B.] 


A somewhat unusual, and perhaps equally 
questionable, interpretation of the law respect- 
ing exclusive dealing underlies the decision 
rendered here. Toby had invented a new and 
secret method of producing street markers, upon 
which an application for a patent was pending. 
Meanwhile he contracted with Vann, doing 
business as the Cooperative Contact Company, 
to act as his agent in the United States in the 
sale of the product. Further, they orally agreed 
that the agency was to be exclusive—Toby would 
sell to no other agent and Vann would distrib- 
ute no other street marker. Nevertheless, as 
soon as it appeared that the sale of the markers 
was to be profitable, Vann began to manufac- 
ture and distribute a marker almost identical 
to that developed by Toby. 

Toby sued for breach of contract and was 
granted approximately $19,000 damages by a 
lower court decision, here appealed. The deci- 
sion of the appellate court points out that 
normally Toby has a basis for action against 
Vann under the doctrine that he had a prop- 
erty right in the secret process which the courts 
would protect against one who, in violation of 
contract and in breach of confidence, sought to 
use it to his own profit. But, went on the court, 
the exclusive dealing arrangement lessened com- 
petition and tendered toward monopoly, thus 
violating the Federal and Texas anti-trust laws. 
Hence, ruled the court, the contract was void as 


- against public policy and Toby could gain noth- 


ing. 

The opinion does not explain the reasoning 
behind the rather mechanical finding that com- 
petition was substantially lessened by the oral 
agreement. Superficially at least, any exclusive 
dealing arrangement does lessen competition, 
since it precludes the possibility that there will 
be other dealers who can compete with the fa- 
vored dealer in the sale of the particular make 
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of the commodity. But a realistic analysis of the 
circumstances in some situations may disclose 
that exclusive dealing reduces competition very 
little or may even increase it substantially, since 
it may enable a producer to compete more ef- 
fectively with other makers of the same type of 
commodity. In this situation, for example, the 
particular brand of the product apparently was 
a legal monopoly in any case—certainly so if the 
patent was issued and not much less so if the 
production process could be kept secret. An ex- 
clusive dealing arrangement of the sort here 
envisaged would not affect greatly the monopoly 
of the Toby marker, whose price, marketing, 
etc., Toby could control to a high degree, and 
on the other hand, the arrangement might en- 
able it to compete more vigorously with other 
types of street markers. The case typifies the 
dilemma frequently encountered when exclu- 
sive dealing comes before the courts. The deci- 
sion, standing alone, appears to increase com- 
petition, since it permits Vann as well as Toby 
to sell this type of marker. But Vann has been 


permitted to enter the market only as a result - 


of a ruse which the court itself condemns. One 
wonders if public policy, or even the cause of 
justice, has been advanced by such a holding. 


2. Naifeh v. Ronson Art Metal Works, 22 
U.S.L.W. 2271 (D.C.Okla., December, 1953). 
[W.F.B.] 


The fear is sometimes expressed that as gov- 
ernmental regulation of marketing activities 
increases—and certainly it has increased greatly 
in the past few decades—the freedom of the in- 
dividual entrepreneur to make his own decisions 
respecting such marketing problems as how and 
to whom to sell, what prices to charge, what 
methods of promotion to use, may disappear. 
The fear is not completely groundless. Public 
utilities, of course, have lost much of their free- 
dom:on these matters and other businesses are 
increasingly circumscribed in setting policies re- 
specting pricing, promotion, customer relations, 
etc. However, one basic right, the freedom to 
choose one’s customers—to sell to one and to 
refuse to sell to another—fortunately seems as 
yet to be relatively undisturbed for most entre- 
preneurs, except where refusal to sell can be 
interpreted as part of a plan tending toward 
restraint of trade or monopoly. Both the Clay- 
ton Act and the Robinson-Patman amendment 
to it specifically affirm this basic privilege. 

The present court decision is directed at ex- 
actly this issue. Naifeh had been Ronson’s dis- 


tributor in its locality. Ronson began selling to 
another distributor in the area and refused to 
accept other orders from Naifeh. The latter 
sued, charging that Ronson’s refusal to sell to it 
constituted a discrimination which violated the 
Robinson-Patman Act. The court gave the plain- 
tiff's arguments short shrift. Admitting that un- 
der certain circumstances a refusal to sell might 
be as illegally discriminatory as a price differen- 
tial, the court emphatically declared that this 
was not true in this situation. Since there existed 
no exclusive dealing agreement which might 
bind Ronson and since there was no showing 
that the refusal to sell restrained trade or tended 
toward monopoly, Ronson was at liberty to de- 
cline to sell to Naifeh if it wished to do so. 


V. REGULATION OF UNFAIR COMPETI- 
TION 


A. Advertising 


1. Federal Trade Commission v. Carter 


Products, Inc., 346 U.S. 327 (October, 1953). 
[R.L.w.] 


After hearing evidence that “Carter’s Little 
Liver Pills” had no effect upon the liver the 
Federal Trade Commission ordered Carter Prod- 
ucts to cease claiming such effect and to stop 
using the word “liver” in the name of its prod- 
uct. The company appealed the order, claiming 
the trial examiner had limited the scope of 
Carter’s cross examination of Commission wit- 
nesses. The North Circuit Court of Appeals 
found for Carter and set aside the Commission’s 
order. (Reported in the July, 1953, issue of this 
section.) 

The United States Supreme Court in this deci- 
sion vacated the judgment of the lower court. It 
then remanded the case to that court with in- 
structions to return the case to the Commission 
for hearing of further evidence and issuance of 
a new order. Except for this return of the case 
to the Commission, the circuit court was to rein- 
state its prior judgment. 

This seems to be a highly satisfactory solu- 
tion to the case. The rights of Carter Products, 
Inc. to a complete and impartial hearing are 
protected and at the same time the way is 
cleared for a cease and desist order if the evi- 
dence calls for it. It would be desirable if all 
cases which are mishandled by the Commission 
were returned for correction so that they could 
be decided on their merits rather than on pro- 
cedural technicalities. 
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2. Rhodes Pharmacal Co., Inc. et al. v. Fed- 
eral Trade Commission, 208 F.2d 382 (CCA 7, 
November 30, 1953. [R.L.W.] 


Rhodes advertised its product “Imdrin” ag- 
gressively for use with arthritis and rheumatism. 
The Federal Trade Commission ordered Rhodes 
to cease claims that “Imdrin” was a treatment 
for these diseases, that it offered permanent re- 
lief from the pain of them, that it was a re- 
markable new discovery, or that it would correct 
any disturbance of the enzyme system. 

At the hearings Rhodes introduced the re- 
sults of a survey of 300 people who were shown 
3 advertisements of “Imdrin” and asked if the 
advertisements meant the product would cure 
the disease or give relief from pain. The Com- 
mission questioned the validity of the survey. 

When Rhodes appealed the Commission’s 
order to the Circuit Court, the Court took note 
of the survey. It commented “. . . we do not 
say . . . that evidence obtained as a result of a 
survey is of no probative value.” Later, however, 
the Court raised some question about the ad- 
missability of survey results as evidence in court 
when it said that evidence not admissable in an 
ordinary lawsuit might be received before an 
administrative agency. 

The Court supported the Commission with one 
minor modification. The most interesting point 
te marketing students, however, is the accept- 
ance of marketing research results as evidence. 
Not long ago courts looked on such data as 
hearsay. 


3. Also noted: 


a. Book-of-the-Month Club, Inc. v. Federal 
Trade Commission, 346 U.S. 883 (November, 


1953). [R-L.W.] 


The Book-of-the-Month Club challenged the 
Federal Trade Commission’s order to cease using 
the word “free” in its advertising when there 
were some strings attached to the “free” offer. 
The Second Circuit Court upheld the Commis- 
sion (reported in this section, July, 1953) and 
the book club sought Supreme Court review. At 
this time the Commission announced a new 
policy on the word “free” which would permit 
its use if all conditions were fully disclosed. 

To take advantage of this change in Com- 
mission attitude the book club asked the Su- 
preme Court not to review the case. The Circuit 
Court then remanded the case to the Commis- 
sion for reconsideration in light of the new 
policy. Presumably the Commission will now 
drop its case and desist order and the company 


will once again feature “free” books in its ad- 
vertising. 


B. Non-Advertising Promotional Methods 


1. Feitler et al. v. Federal Trade Commis- 
sion, 346 U.S. 814 (December, 1953). [R.L.w.] 


In spite of the fact that twenty years have 
passed since the United States Supreme Court 
first ruled that the Federal Trade Commission 
could prevent the distribution of merchandise 
by lottery methods (in Federal Trade Commis- 
sion v. R. F. Keppel & Bro., Inc., 291 U.S. 304) 
the Commission is continually embroiled in 
court actions against such schemes. This case is 
such an action and as is almost invariably true 
in these circumstances, the Commission order is 
sustained. Only the arguments used by the ap- 
pellant are novel. 

In 1953 Feitler and two other companies (U.S. 
Printing and Novelty Co. and Universal Manu- 
facturing Co.) took the issue to the U.S. Su- 
preme Court which denied certiorari, thus 
supporting the judgments of the Circuit Courts. 
Since these three cases would seem to settle the 
question of the use of lottery devices in the sale 
of merchandise, it may be well to note the ar- 
guments in the Circuit Courts. The Feitler v. 
FTC case (201 F.2d 790) is the only one given 
here. The others are similar. 

The Commission cease and desist order was 
based on its authority to prevent unfair methods 
of competition in commerce. Feitler contended 
that the Commission had no jurisdiction be- 
cause it (Feitler was not competing in com- 
merce. This argument was based on the follow- 
ing points: 

1. People who use punch boards do so to 

gamble, not to buy merchandise. 

2. People who want to buy merchandise do 
not resort to punch boards. 

3. Punch boards are usually located in tav- 
erns, pool halls, and the like and so do not 
divert trade from established channels. 

4. The merchandise involved is unimportant, 
largely novelties, candy, and tobacco. 


The Court agreed that the Commission had 
no authority to stop the sale of gambling de- 
vices unless they were used to distribute mer- 
chandise. The Court held, however, that the 
degree of effect on established channels of dis- 
tribution was beside the point. Thus, since 
some products were distributed by use of the 
punch boards, an unfair method of competition 
was involved. 
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C. Trade-Marks and Trade Names 


1. Eureka Williams Corp. v. McCorquodale, 
205 F. 2d 155 (U.S. Court of Customs and Pat- 


ent Appeals, June, 1953). Cert. den., 74 S.Ct. 
121. [R.L.w.] 


This case and the following one show that the 
Lanham Act, which was to clarify many of the 
controversies in trade-mark law, has not settled 
all the issues. The questions of similarity of 
product and similarity of name are still as both- 
ersome as ever. 

Eureka Williams registered the trade name 
“Oil-O-Matic” in 1933 and promoted it ag- 
gressively thereafter. The name was used on 
liquid fuel burning, automatic, electrically con- 
trolled heating systems. When McCorquodale 
sought to register the name “Hotomatic” for 
use on a hot water heater, Eureka objected. To 
support its objection Eureka cited a previous 
instance where its objection to the registration 
of “Thermomatic” for gas heater burners was 
sustained. The Court replied to this point by 
stating that holdings on similarity of names are 
seldom influenced by precedent. The Court 
found that the names were not so similar as to 
cause confusion because there were differences 
in sound, in meaning, in connotation of the 
prefix, and in the use and characteristics of the 
product. Furthermore, the Court found that Mc- 
Corquodale had used the trade name prior to 
Eureka even though it had not registered the 
name. 

Since the difference in the products was em- 
phasized in the decision, Eureka asked for a 
rehearing at which it pointed out that similarity 
of product had been stipulated. The Court held 
the rehearing but concluded that despite the 
stipulation the Court was free to observe “per- 
fectly obvious differences” where they exist. The 
rehearing thus affirmed the original decision. 

A very interesting part of this case is the 
blistering dissenting opinion entered by Judge 
O'Connell. First he pointed out that the domi- 
nant feature of the “Oil-O-Matic” name was the 
“O-Matic” part and it was exactly this part 
which had been appropriated by McCorquodale. 
Then he accused the Court of changing policy. 
The Lanham Act was passed to give trade-mark 
owners unprecedented protection. In the 514 
years prior to the Lanham Act this particular 
Court had sustained 48 out of 66 (70%) objec- 
tions to trade-mark registrations. In the 51% 
years after the Act the same Court sustained 
only 66% of 57 such objections. This showed 


a basic change in the policy of the majority of 
the Court in O’Connell’s opinion. The dis- 
senter then went on to imply rather directly 
that the majority had a philosophy of taking 
valuable trade name rights away from big, 
profitable companies in order to give them to 
small, less successful companies. 


2. Independent Nail & Packing Co., Inc. v. 
Stronghold Screw Products, Inc., 205 F 2d 921 


(CCA 7, July, 1953). Cert. den. 74 S.Ct. 138. 
[R.L.w.] 


Independent Nail & Packing Co. developed a 
special type of nail which held extra tightly. It 
called this product “Stronghold” and in 1938 
registered a trade-mark which included this 
name as a dominant word. Later in the same 
year another company, which made screws, be- 
gan using “Stronghold” as the dominant word 
in the logotype on its correspondence. Later this 
second company incorporated “Stronghold” as 
part of its name and became Stronghold Screw 
Products, Inc. 

Not until 1948 did INP get around to object- 
ing to the use of its name by the second com- 
pany. When it brought suit the District Court of 
Northern Illinois decided that “Stronghold” was 
a descriptive term applied to one of INP’s nails 
and so could not be protected. The Circuit 
Court then reversed the District Court. The 
Circuit Court felt confusion might arise because 
both companies sold fastening devices to the 
same customers. It did not think “Stronghold” 
was a descriptive term because, if the name were 
on a box, it would be impossible to tell what 
product was in the box. Certainly the name 
would not specifically suggest nails. 


3. Century Distilling Co. v. Continental 
Distilling Corp., 205 F. 2d 140 (CCA 3, June, 
1953)- Cert. den., 74 S.Ct. 226. [R.L.w.] 


This case is an example of the difficulties en- 
countered in determining the profits obtained 
by a company when it infringes on its rival's 
trade-name and the further difficulties encoun- 
tered by the rival in trying to recapture those 
profits through the courts. Since the case orig- 
inated almost twenty years ago it involves the 
trade-mark law as it then existed (since amended 
by the Lanham Act) which provided that one 
whose trade-name was infringed by another 
could recover the profits thus obtained by the 
infringer and in addition could obtain damages 
up to three times as much as actually incurred. 

In 1933, following repeal, Continental began 
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selling Dixie Belle and Dixie Beau gin. These 


trade-marks were registered in 1934. Later in 


1934 Century began selling Dixiana and Dixie 
Dew whisky. Continental objected to the regis- 
tration of these names and was supported by 
the patent commissioner. Century continued to 
use the names. Continental tried to persuade 
Century to drop the names and even offered to 
pay Century if the latter would stop using the 
names. All this was to no avail and in 1937 
Continental filed for an injunction and “an ac- 
counting” of Century’s profits. This was granted 
in the district court, supported by the circuit 
court, and denied review by the Supreme Court. 

In 1940 a master was designated to make an 
accounting of Century’s profits from the use of 
the infringing names. Supported by 10,000 pages 
of testimony the master filed his report in 1951. 
The district court then awarded Continental 
$129,296.20, 25% of Century's profits from the 
sale of Dixie Dew during the period of June go, 
1935 to June 30, 1939 plus interest and costs. 
No damages were awarded. 

Both parties appealed this decision to the 
Circuit Court in the case now at hand. Century 
said there was no evidence the brands were con- 
fused, but the Court held that confusion be- 
tween the brands was assumed unless proved 
differently by Century. Continental sought to 
capture all of Century’s profits but the Court 
held that there was evidence that not all of the 


profits were the result of the infringement. The 
following facts were cited: one product was 
cheap whisky while the other was expensive gin; 
Century's product sold well in some areas where 
Continental’s did not; and right after repeal 
there was a whisky shortage and little need for 
brand appeal. 

In the opinion of the Circuit Court the Cen- 
tury Company knew it was infringing on Con- 
tinental’s brand name at the start. It thought 
the names it was using were good, however, and, 
therefore, decided to go ahead and use them and 
risk an infringement suit. Twenty years later 
Century lost 25% of the profits it made on the 
product using the infringing names. One won- 
ders how much of a deterrent this case would be 
to others contemplating the infringement of a 
competitor’s trade name. 


4. Also noted: 


a. American Automobile Assn., Inc. v. Spiegel, 
74 S.Ct. 138 (U.S. Supreme Court, November, 
1953)- [R-L.w.] 


The Supreme Court denied certiorari in this 
case, thus, in effect, supporting the decision of 
the Circuit Court (reported in October, 1953 
issue of this section) which permitted a service 
station to display the AAA emblem without 
authorization as long as it did not use the em- 
blem on actual products. 
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THEORY OF MARKETS AND MARKETING, by Henry 
H. Bakken. (Madison: Mimir Publishers, Inc., 
1953- Pp. 344. $6.00.) 

A thoroughly unorthodox marketing book, 
Professor Bakken’s volume is chiefly economic 
history, mixed with economic theory, the history 
of economic thought, and law. This, perhaps, 
adds up to what the author regards as “institu- 
tionalism.” There is in the book very little “‘mar- 
keting” in the conventional sense. 

Readers may find the chief value of the book 
in Part II, which the author comments may have 
“only a limited appeal to impatient youths and 
to the assiduous men of business.” This part (79 
pages) deals with the history of trade, from the 
earliest times. It does not appear that any of the 
material is original, although some might be, 
but the author has performed a service in bring- 
ing it together in one place, and in indicating 
sources. Teachers of marketing courses might 
well make this section the subject of one or two 
lectures, covering “Primitive and Tribal Trade,” 
“The Era of Pagan Commerce in Northern Eu- 
rope,” and “Medieval Fairs.” The treatment of 
these topics is more extensive and detailed than 
that found in standard marketing texts. 

Part I, which is labelled “Theoretical Bases,” 


is somewhat more puzzling. Here the author 
proposes a completely different conception of 
the scope of marketing. He regards all of the 
physical functions of marketing as being part of 
production. Marketing itself he defines as being 
“the act of creating possession utility.” This is 
elaborated to indicate that in the author’s view 
marketing consists of nothing but the act of 
transferring title to goods. In keeping with this 
view, Part I is devoted to the legal and historical 
aspects of transfer of title. 

Several chapters deal with the operations of 
organized commodity exchanges, in somewhat 
more detail than the usual marketing text, but 
with no contribution beyond the specialized 
books on the subject. And there is in the book 
more material than is usually presented on the 
legal, historical, and economic aspects of ex- 
change, with sections on the importance of a 
sound monetary system and well-developed 
credit facilities. This discussion is mixed with 
sweeping generalizations to the effect that de- 
basement of currency led to the downfall of 
most earlier economic systems. From such com- 
ments the reader is led into an analysis of busi- 
ness cycles and arguments in defense of the 
free enterprise system. Other chapters in Part I 
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deal with the concept of “Just Price and Fair 
Value,” “The Concept of Futurity,” and “In- 
dustry Pricing,” which is a brief discussion of 
basing-point pricing. One of the surprising com- 
ments in the chapter on fair value is that “in 
a true market transaction one man’s gain is an- 
other man’s loss.” This is illustrated by a transac- 
tion on a commodity exchange, where presum- 
ably the buyer and seller cannot both be right 
in their estimates of the future movement of 
prices. The statement seems, however, to be gen- 
eralized to cover all trade. 

In dealing with an unorthodox work of this 
sort readers must be careful, and reviewers even 
more so, in that there might be some new and 
valuable concept hidden among the oddities. 
This particular book does not seem to offer 
directly any such important revelation, but it 
does point in a direction which has largely been 
ignored in marketing literature—the comparison 
of our present American marketing system with 
others. There is no attempt, however, to make 
the comparison which might be the most in- 
teresting, the comparison of our system with 
that of Russia. Of course the author’s definition 
of marketing would deny the existence of any 
marketing in a completely communistic system. 
This idea, that marketing consists of solely the 
act of transfer of title, seems the weakest point 
in the book, for it restricts the scope of mar- 
keting unduly, making it a minor part of e€co- 
nomics and ignoring the important psychologi- 
cal and engineering aspects of the marketing 
task. 

Epwarp R. HAWKINS 


University of California, Berkeley 


CoMPANY PRACTICES IN MARKETING RESEARCH, by 
Richard D. Crisp. (New York: American Man- 
agement Association, 1953. Pp. 63. $1.75 mem- 
bers; $2.50 nonmembers.) 


This study starts with the results of a survey 
conducted in 1952 by Richard Crisp for the 
American Management Association. The survey 
attempted to find out how marketing research 
is organized, and what it encompasses, in com- 
panies of different sizes. Results are summarized 
from 180 returned questionnaires—42.4% of the 
425 mailed. 

In better-managed organizations with substan- 
tial sales volume, marketing research typically 
meets several needs. Research tells management 
where the company stands in its industry. It 
tells management what industry trends are, and 
are likely to be. It helps in the development and 


introduction of new products. It helps evaluate 
and improve present products. It helps appraise 
and improve sales management ¢ fectiveness. 

It would be easy to criticize this study on the 
grounds that the sample is too small, or that the 
returns represent only the very large concerns. 
Over half of the replies are from companies re- 
porting 1951 sales over $50 million. But the 
author qualifies his conclusions with care. In- 
flation of results because of nonresponse is 
acknowledged. Limited representation from 
smaller concerns is also recognized. The ultracon- 
servative researcher would probably have quali- 
fied and footnoted this document to the point 
that its main purpose was defeated. 

As this reviewer sees it, the major purpose of 
the study is to show to top management the 
value of marketing research. To the extent 
that top management can be induced to wade 
through 63 pages—and that is not easy—Mr. 
Crisp’s study does a good selling job. It is a 
factual report of how competent managements 
in leading concerns now use research. 

It is full of practical ideas for those who have 
wondered what marketing research might do 
for them. Researcher Crisp does not confine his 
summary to results of the survey. He draws on a 
broad background in marketing research to en- 
rich the report with specific examples. 

In the second half of the report, entitled 
“Marketing Research in Action,” the author 
writes a brief text on the ways research is used 
today. The determination of industry trends 
and company market position is exemplified by 
the services provided by the A. C. Nielsen Com- 
pany and the Market Research Corporation of 
America. New-product development and product 
research are explained, step by step, with ample 
illustration. Marketing research “enables a com- 
pany to market a product that is in close step 
with the requirements of the potential custom- 
ers”; it discovers quickly “that some proposed 
new products are unlikely to succeed.” 

“Surveys never represented more than a minor 
part of marketing research practice.” Crisp em- 
phasizes this point, in spotlighting the value of 
research in appraising and improving sales man- 
agement’s effectiveness. Analysis of territorial 
sales opportunities or potentials was reported 
performed by seven out of eight of the compa- 
nies that do any marketing research, and was 
rated “most important” by more companies than 
any other specific function. Further, the deter- 
mination of sales potentials was named by the 
greatest number as the area most in need of 
improvement. 
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This document is not useful solely to manage- 
ment. The marketing research practitioner— 
neophyte or sophisticate—will gain from a care- 
ful reading of the report. The 63 pages are filled 
with ideas for fruitful avenues of research en- 
deavor, and for demonstrating that marketing 
research is an important tool. ““The methods in 
use in marketing research today have met and 
passed the test of practicality” (p. 12). “Some of 
marketing research’s most spectacular contribu- 
tions to company profit and progress have re- 
sulted when facts have been developed and sub- 
stituted for executive opinions” (p. 43). “Mar- 
keting research seems certain to achieve even 
wider acceptance as an essential element in suc- 
cessful management practice” (p. 60). 


PERHAM C. NAHL 
Needham, Louis & Brorby, Inc. 


SALESMANSHIP: PRINCIPLES AND METHODS OF 
EFFECTIVE SELLING, by Alfred Gross. (New 
York: The Ronald Press Company, 1952. Pp. 
562. $5.50.) 

This book was designed “to provide a com- 
prehensive and practical text for college courses 
in salesmanship, and to present a program of 
personal training and development .. . for 
those already active in the selling field who are 
interested in improving their abilities.” 

The material is classified into four major 
divisions. Part I consists of a chapter on the na- 
ture and development of salesmanship and a 
chapter on creative salesmanship. 

Part II presents the background material 
a salesman should have before he goes out to 
sell. These chapters stress the importance of and 
means for knowing the industry, company, 
proposition, buying process, and the planning 
of the sales talk. 

- Practical salesmanship, Part III, describes 
sales techniques for searching out prospects, ob- 
taining interviews, securing attention, arous- 
ing interest, stimulating desire and conviction, 
handling questions and objections, and closing 
the sale. This section is well organized and ably 
presented. 

Part IV outlines suggestions for self-improve- 
ment and maintaining customer good will. 

The author has presented the material 
capably and in an easily readable form. There 
are frequent citations and illustrations from 
company manuals and leading works in the 
field. The problems, cases, and reading lists pre- 
pared for each chapter provide ample material 


for classroom discussions or informal sales meet- 
ings. 

The major weakness of the book, in the 
opinion of the reviewer, is the particular em- 
phasis given to the psychology of salesmanship. 
Clearly, the psychology of the buying process 
(or the sales situation) is essential knowledge. 
Even so, it is a complement of and not a 
substitute for a more complete understanding 
of the prospect and market. The result is un- 
satisfactory in at least two specific points. The 
first is the failure to develop a tenable concept 
of creative salesmanship or to integrate such 
a concept into the philosophy of a dynamic 
economy. The productivity (or creativeness) of 
salesmanship may be subjected to the most 
“positive” tests of performance. The vocation’s 
integrity—its ethics—can only be evaluated by 
“normative” standards. Secondly, an overempha- 
sis on the psychology of the buying process tends 
to delimit the technical problems of oral com- 
munication and the managerial techniques and 
economics of selling. Furthermore, the psycho- 
logical approach of “‘how to handle people” tends 
to be more applicable to initial sales contacts 
(one-shot propositions) than to those long-term 
relationships which tend to characterize modern 
selling. 

Like any other art, salesmanship can be im- 
proved by study and practice. For this reason, 
the book being reviewed here can be of con- 
siderable value to students and salesmen who 
are open to suggestion. It is a book that pro- 
vides ample material for both students and 
practitioners. 

FRANK L. ROBERTS 
University of Nebraska 


CASE PROBLEMS IN CREATIVE SALESMANSHIP, by 
Kenneth B. Haas. (New York: Prentice-Hall, 
Inc., 1953. Pp. 315. $2.50.) 

Case Problems in Creative Salesmanship pro- 
vides a much needed and valuable instructional 
tool for teachers, and a practical “case-method” 
approach to selling problems for the college 


student or the salesman attempting to improve: 


himself. It emphasizes the application rather 
than the know-how in handling sales situations 
and problems. As the author states in the pref- 
ace, “the topics, cases and problems in it deal 
with creative methods in selling... with 
tested methods of finding new customers and 
prospects ... initiates and stimulates new 
ideas, new methods and new business . . . is 
analogous with plowing and planting new fields, 
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with raising new crops, with getting larger 
crops from fields already cultivated. . . . It was 
not written to provide “busy work” for students. 
It was written to help earnest and serious stu- 
dents and salesmen solve baffling sales situations. 
It will give them facts about what to do, how 
to do it, when to do it, where to do it, who to 
sell, and why certain methods are best. This 
book also offers activities and facts that will 
help the student and salesperson develop his 
opportunities, guide him in building his per- 
sonality, and give him skill and understanding 
in managing his human relationships.” 

The organization of the material follows the 
traditional pattern of most books on selling. 
First, it deals with the familiar fundamentals 
of creative, professional salesmanship: an effec- 
tive selling personality, an understanding of 
the prospect or customer, and adequate product 
knowledge. The remainder of the book is de- 
voted to the problems incident to prospecting, 
how to begin a sale, how to present a product 
or service, how to demonstrate and visualize a 
product or service, how to deal with sales re- 
sistance, how to close a sale, after the sale, and 
mistakes of salesmen. As might be gathered 
from the title, the case method is used to “pro- 
vide the every-day, down-to-earth, tools and 
skills that will enable both students and prac- 
tical salesmen to obtain full selling competency, 
swiftly, effectively, and surely.” One hundred 
and seventy cases are spread over the twelve 
chapters, the majority of them obtained from 
some of the largest selling organizations in the 
country. Already, according to the author, these 
cases have been tried and tested thoroughly in 
university and sales organization classrooms. 
They were selected with a fine sense of balance, 
proportion, simplicity and practicability, and 
should enable one to “think through” for him- 
self comparable or similar situations which 
arise either in the classroom or in the field. 

Chapter I discusses selling as a career, and 
presents quite briefly the historical develop- 
ment of selling and the nature and importance 
of modern creative salesmanship to the econ- 
omy. Chapters II, III and IV treat the three 
selling fundamentals of personality, prospect 
understanding and product knowledge. Then 
the next seven chapters present the varied prob- 
lems of each of the major parts of the interview 
—prospecting, the approach, the sales demon- 
stration, meeting objections, closing the sale, 
and the “after the sale” followup. Chapter XII 
completes the book, dealing with common mis- 
takes of salesmen. The valuable contribution of 


each of these chapters is the variety of the 
cases presented, each one bringing out an im- 
portant perplexing situation relating to the 
professional conduct of the sales interview. Ad- 
mittedly, some of the cases seem to offer better 
opportunities to bring out essential principles 
and techniques than others; however there ap- 
pears to be at least one or two stimulating and 
thought-provoking problems to use in connec- 
tion with the major difficulties encountered in 
a typical interview. A selected reading chart on 
the last two pages of the book enables one to 
select the proper chapters from one or more of 
seven widely used and highly regarded text- 
books of salesmanship. This provides a ready 
answer for a possible criticism of the book, in 
failing to give sufficient factual information to 
enable a student to reach a satisfactory answer 
to the various problem situations presented. 

The real contribution of this book is its 
wealth of problem situations for the student 
already familiar with selling principles and 
techniques, and anxious for the opportunity to 
test himself in actual selling situations. Haas 
has supplied a “spring practice” period for 
students or salesmen. He has made possible a 
“sub-caliber” practice similar to the training 
device employed to improve marksmanship in 
the handling of big naval guns so familiar to 
naval trainees today. 

A critic is expected to find things to criticize, 
no matter how fully an author realizes his ob- 
jectives, and how expertly he handles his ma- 
terial. Minor criticisms of the book might be 
as follows. The preapproach phase of the in- 
terview is neglected entirely except as it is 
covered in the treatment of prospecting, and of 
the approach phase of the sale. In the discussion 
of qualifying prospects, the author missed an 
excellent opportunity to distinguish clearly be- 
tween the qualification of the average or normal 
prospect according to need, money to meet the 
need, and accessibility, and the more complete 
qualification of certain types of prospects like 
the life insurance prospect, who must also be 
qualified by occupation, moral character and 
perhaps health prior to the approach. In the 
treatment of objections, some might question 
the classification used—real, price, merchandise, 
and company and policy objections. As a matter 
of fact, are not all of these apt to be sincere in 
the thinking of some prospects? Would not the 
insincere, sincere and hidden types of objec- 
tions classification provide a better vehicle for 
studying how to meet objections of all sorts, 
especially in view of the fact that the hidden 
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objection is the most perplexing and difficult of 
any to cope with successfully. On page 242, “ten 
principles for closing” are discussed. There 
seems to be some confusion between closing 
principles and methods; obviously to narrow 
the choice, or to ask for the order are not prin- 
ciples but methods. In Chapter XI is it good 
procedure to consider suggestion selling as an 
after the sale technique? Should this not be an 
integral part of the interview in creative sales- 
manship? Finally, the concluding chapter deal- 
ing with mistakes of salesmen appears to be 
something of an after-thought, and contributes 
but little to the book. It deals primarily with 
mistakes resulting from defects or weaknesses 
in personality or product knowledge. If they 
are important enough to deserve attention, 
would not a more logical arrangement be to 
include them in the chapters dealing with these 
subjects? 

Unquestionably the author would be able 
to present convincing refutations of these ques- 
tions if he were given the opportunity. As 
stated previously, they are minor in nature, and 
greatly outweighed by the practical value of a 
usable collection of selling situation problems 
which should furnish interesting and stimulat- 
ing discussion material for classroom or sales 
conference room. 

FRANK H. BEACH 
University of Illinois 


SAMPLE SURVEY METHODS AND THEORY, by Mor- 
ris H. Hansen, William N. Hurwitz, William 
G. Madow. (New York: John Wiley and 
Sons, 1953. Volume I—Methods and Applica- 
tions, 638 pp., $8.50; Volume II—Theory, 332 
PP., $7.00.) 

The appearance of these volumes is an im- 
portant and awaited event for statisticians en- 
gaged in sampling for surveys, and they will 
keep these books within an arm’s length. But 
those non-specialists who are concerned with 
and interested in survey methods should also 
become acquainted with at least parts of Volume 
I, and have it for ready reference. 

The authors of these volumes and their col- 
leagues at the Bureau of the Census have made 
important contributions to the development 
of the theory and of the practical methods of 
survey sampling; and their achievements con- 
stitute an outstanding example of successful 
teamwork in scientific research. In these volumes 
the authors preach what they have been prac- 
ticing for years. This methodology was pro- 


duced in direct response to the demands of 
important practical problems; and as the 
methodology evolved it was tested directly on 
large scale surveys. The fruits of this joint evo- 
lution of survey sampling theory and practice 
are presented here as illuminating examples. 
The “live models” serve to explain the meaning 
of sampling principles and to show the man- 
ner of their application. Furthermore, these 
examples are accompanied by the results of a 
vast amount of computations of variance com- 


ponents; these numerical results should be of ~ 


great interest and value to those planning large 
scale surveys. (Incidentally, they also possess 
intrinsic sociological importance.) 

The style and the organization are especially 
well adapted to make this the most valuable 
reference book on questions of sampling for 
surveys. The separate sections are self-contained 
to a great extent, and thus serve well for 
guidance on specific sampling problems. The 
style is not elegant; rather it is that of a book 
of instructions: the procedures are set forth 
patiently, even repetitiously, so that the reader 
will not only come to understand the meaning 
of the principles, but also become capable of 
reproducing those procedures step by step for 
his own survey. 

In Volume I the first three chapters give a 
non-technical coverage of the field: “An Ele- 
mentary Survey of Sampling Principles,” “Biases 
and Nonsampling Errors in Survey Results,” 
and “Sample Designs for Some Common Sam- 
pling Problems.” Then from Chapter 4 on 
simple random sampling, through stratification 
and cluster sampling we go through the in- 
creasing complexities of multi-stage sampling; 
these six fat chapters form the main body of 
the book. After these come Chapters 10 and 11, 
the latter very crowded with some very im- 
portant techniques of sample design. The 12th 
and last chapter, contains five case studies 
selected from Census sample surveys which are 
living syntheses of the methods presented be- 
fore. 

In Volume II the first three chapters are 
given to background: definitions, probability 
and mathematical expectation. The interesting, 
unique and new features are the sections deal- 
ing with conditional probabilities, conditional 
expectations, and conditional variances and co- 
variances. These are basic tools to multi-stage 
sampling, and are used in later chapters for de- 
riving rapidly and neatly the formulas of the 
more complex sample designs; the derivations 
represent a great deal of original work. The 
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chapters from 4 through 11 contain conveniently 

the derivations of all the formulas used in the 

corresponding chapters of Volume I. The last 

(12th) chapter is devoted to an excellent exposi- 

tion of “Response Errors in Surveys.” 

There are three topics of great importance 

to practical survey work which receive thorough 

treatments for the first time in these books: 

variable probabilities of selection, sampling 

units of unequal sizes, and the special prob- 
lems of large primary sampling units. 

This reviewer judges four of his objections 
worth mentioning: 1) The close connection of 
sample design to the analysis of variance in 
experimental design is entirely neglected. There 
are some virtues in self-containment, but the 
reviewer believes they are outweighed by the 
possibilities of reinforced learning by linking 
the two fields. 2) The treatment of systematic 
sampling is inadequate. Read the excellent 
chapter on this topic in Cochran’s beautifully 
written Sampling Techniques. 3) An unduly 
large and central role is given to the “rel-vari- 
ance” (the square of the coefficient of variation). 
It is true that it is useful in comparisons of 
Census-type non-negative variables, and in form- 
ulas of variances of ratio estimates. But its use 
in connection with proportions is questionable, 
and for variables which have large variations 
around a mean near zero it is useless and 
dangerous. (Practical examples of the latter: 
yearly net savings, monthly income of a small 
business, the change in many variables.) 4) The 
most important shortcoming of the book can- 
not be laid at the door of the authors, but of 
the present state of statistics. All the analyses, 
all the formulas deal only with the mean 
(simple, ratio and regression estimates), with 
the corresponding estimates of totals, and briefly 
with medians and quartiles. Except for two 
pages of generalizations, this book is as silent 
as sampling literature in general on the many 
other specific problems of estimating and of 
testing hypotheses for samples of any complex- 
ity. The literature of the social sciences is filled 
with estimates and tests using formulas which 
assume equal and independent selection of the 
sample elements, whereas the practical selec- 
tion methods used frequently lack independ- 
ence. These problems need the urgent atten- 
tion of mathematical statisticians; and the time 
is also right because the electronic machines 
may now exist for the necessary computations. 

These books are required reading for survey 
statisticians. We use them also as textbooks in 
our two courses on sampling in survey research. 


Those whose interest in survey work is more 
general are strongly urged to read at least Chap- 
ters 1 and 12 of Volume I. This reading will 
give them a good grounding in sampling prin- 
ciples and practice, and it will also enable them 
to use individual sections of the book as refer- 
ence and guidance on specific practical prob- 
lems in sampling for surveys as they arise. 


Lesiz KisH 
Survey Research Center 
University of Michigan 


DownTOwN VERSUs SUBURBAN SHOPPING, by C. T. 
Jonassen. (Columbus: The Ohio State Uni- 
versity, 1953. Pp. 99. $2.50.) 

This is a report on the measurement of con- 
sumer practices and attitudes concerning down- 
town versus suburban shopping in Columbus, 
Ohio. As such, the study contributes additional 
findings to those previously reported by L. C. 
Wagner (Journal of Marketing, July, 1953), and 
the Boston University College of Business Ad- 
ministration (see Business Week, October 24, 
1953). The study is concerned with the discovery 
and weighting of motivating factors which 
either attract or repel persons to downtown or 
suburban shopping centers, and with the ques- 
tion of whether or not shopping satisfaction 
with one or the other type of shopping center 
is associated with such items as income, sex and 
education. The problem is restricted to the in- 
tegrated suburban shopping center versus the 
downtown section and, therefore, does not in- 
clude any analysis of the secondary shopping 
center. A sample of 600 persons was drawn 
from the city of Columbus during the course 
of the survey. Complete details of the sampling 
procedure as well as the critical ratio and scal- 
ing processes are included in the report. It ap- 
pears that Jonassen planned and supervised the 
survey with care. 

Although the study is not primarily concerned 
with shopping trends data, but instead with 
the motivating factors connected with the 
trends, it is perhaps useful to point out that 
the downtown section of Columbus in 1950 ac- 
counted for 89.6 per cent of the city’s “shopping 
goods” trade, somewhat lower than the 94.25 
percentage a decade earlier. By comparison, 
Seattle’s downtown shopping center did 63.0 
per cent of the city’s “shopping goods” busi- 
ness in 1948, 68.7 per cent in 1939, according 
to the reviewer's computations based upon data 
appearing in Wagner's article cited above. 
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Jonassen uncovered data of this kind in his 
preliminary work, then went on to build up a 
list of factors which would suggest the moti- 
vating forces operating on the consumers. One 
cannot know if all the important factors were 
listed. Table 5 on page 28 is one of the more 
important tabular presentations in the study. 
Here are listed the twenty-three shopping satis- 
faction factors which were pre-tested and then 
used in the final survey of 600 respondents 
located in six different areas of Columbus. It is 
not surprising to find that the converse of the 
three most important reasons given for shop- 
ping downtown were essentially the three most 
important reasons for not shopping in subur- 
ban shopping centers: large selection of goods, 
ability to do several errands at one time, and 
lower prices. Lack of large selection, not all kinds 
of businesses represented, and high prices were 
the three most important disadvantages given for 
suburban shopping. The leading disadvantages 
given for downtown shopping were difficult 
parking, crowded area and congested traffic. 
Leading advantages given for suburban shop- 
ping were closeness to home, easy parking and 
convenient shopping hours. The author con- 
cluded from the study of the motivating fac- 
tors that the downtown shopping center had a 
decided net advantage over the suburban shop- 
ping center. 

It is difficult to compare the Columbus re- 
sults with those in other cities, for the cities 
are too different to make many meaningful com- 
parisons. For instance, only seven per cent of 
the respondents in the Boston survey singled 
out traffic and parking as the factors which 
discouraged them from shopping downtown 
whereas a very large percentage mentioned 
these in the Columbus survey. However, a much 
higher percentage of Columbus shoppers use 
automobiles than in Boston, which means, of 
course, that the weighting of the factors could 
be expected to vary between customers in the 
two cities. Jonassen was aware of this possibility 
as he points out that the factors have different 
meanings for different persons. A modification 
of only one factor could, of course, affect the 
weighting of all factors under consideration. 
Another source of difficulty often presents itself 
in a survey of this kind, and that is the possible 
bias one might encounter from the use of the 
check list of factors. 

The last objective of the study was to de- 
termine what kind of relationships exist be- 
tween shopping satisfaction and such individual 
and group background factors as income, edu- 


cation, age, sex, and urban-rural backgrounds. 
Attitude scales were used in this part of the 
survey and in general it was found that the 
higher educated classes, higher income groups, 
persons having urban or metropolitan back- 
grounds and those who were females indicated 
higher satisfaction with the downtown shopping 
center than did their opposites. 

Readers who have digested Fortune’s “Race 
to the Suburbs” and Business Week’s “Down- 
town Isn’t Dead by a Long Shot” now have an- 
other look at the downtown versus suburban ~ 
shopping problem. Retailers, shopping center 
promoters, students and teachers of marketing 
subjects will find Jonassen’s report an interest- 
ing and worthwhile contribution to their knowl- 
edge. 

Rosert J. HOLLOWAY 
University of Minnesota 


CoNSUMER ATTITUDES AND DEMAND, 1950-52, by 
George Katona and Eva Mueller. (Ann Arbor, 
Michigan: Survey Research Center, Institute 
for Social Research, University of Michigan, 
1953. Pp. 119. $2.00.) 

This monograph continues George Katona’s 
analysis of the role of consumer attitudes in 
affecting the rate of consumer spending in our 
economy that was so brilliantly initiated by his 
book, Psychological Analysis of Economic Be- 
havior. The work is based upon four interview 
surveys conducted by the Survey Research 
Center during the two turbulent years following 
the outbreak of war in Korea. This interval 
presented an excellent opportunity for such an 
investigation because it contained an eight 
month period of rapid price inflation followed 
by a period of stabilization which lasted for 
about a year; in its turn, the period of stabiliza- 
tion was converted into another strong buying 
period in the last quarter of 1952. 

Katona views consumer expenditures on du- 
rable goods as the critical hinge of our economy 
because they represent the greatest variability 
among consumer money outlays. Shifts from 
spending to saving, or vice versa, are influenced 
primarily by people’s attitudes. These consumer 
attitudes—opinions about the economic out- 
look, about past and expected changes in in- 
come and prices, the prevailing degree of confi- 
dence or uncertainty—are not merely reflections 
of recent events or trends. Thus, a study of 
consumer attitudes via surveys can make a sig- 
nificant contribution to an assessment and pre- 
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diction of economic trends based upon quanti- 
tative macro-economic variables. 

In the four surveys reported upon, inclina- 
tion to buy major household goods is con- 
sidered as the dependent variable. The various 
attitudinal data are collected in order to under- 
stand changes in consumers’ interest in buying 
durables. The findings lend themselves to two 
uses: understanding of the forces affecting con- 
sumers’ buying attitudes; and prediction of 
trends of purchases. 

Seven measures of consumer attitude were 
examined for their ability to differentiate be- 
tween those people who felt that conditions 
were good for buying major household items 
when surveyed and those who did not. Three 
measures dealt with price, two with general 
business outlook, and two with individual eco- 
nomic conditions. It was found that attitudes 
toward past price movements and the short run 
business outlook did the best job of differentiat- 
ing between consumers who felt like buying 
durables and those who did not. 

The proportion of those who felt the present 
was a good time to buy durables was twice as 
high among those who felt that prices had re- 
cently gone down than among those who felt 
that prices had gone up. On a priori grounds, 
one might feel that future price expectations 
would have an even stronger influence on ap- 
praisals of buying conditions, but survey find- 
ings do not confirm this assumption. 

Expectations regarding business conditions 
also had considerable influence upon purchase 
intentions; again there were about twice as 
many who felt the present was a good time to 
buy consumer durables among those who ex- 
pected good times as among those who expected 
bad times. As might be expected, attitudes 
toward the short-run business outlook had more 
influence on attitudes toward purchases than 
did attitudes toward business conditions ex- 
pected over five years; however, the difference 
was slight. 

It must be noted that none of the attitudinal 
measures alone could serve to provide a full 
explanation of people’s opinions on buying con- 
ditions. Also, each of the seven attitude indi- 
cators used in the study had some independent 
effect on opinions of buying conditions, indi- 
cating the complexity inherent in purchase de- 
cision formation resulting from a considerable 
multiplicity of motives. 

Katona also uses the survey data to analyze 
the strength of buying forces arising from con- 
sumer awareness and evaluation of economic 


conditions and thus predict future buying pat- 
terns. The point is made that one cannot make 
a sound prediction from one survey because 
there are always cross-currents within the data. 
On the other hand, extrapolation of trends 
based upon several surveys will indicate trends 
in buying and also yield reasons for those trends. 
So far, predictions have been qualitative, that 
is, on whether there would be change and in 
what direction. 

The book raises a very interesting issue by 
questioning the saturation thesis—that buying 
falls off as the consumer stock of a durable in- 
creases. Data from the four surveys cast con- 
siderable doubt on this thesis. The authors do 
not argue that spurts in spending on durable 
goods are never followed by phases of satura- 
tion. But they believe that saturation is not a 
function of the goods owned but of the state 
of mind of the owners. Whether or not consump- 
tion will expand at any given time depends 
largely on people’s financial circumstances as 
well as on their attitudes—and further on sellers’ 
decisions with regard to the improvement, pric- 
ing and merchandising of their products. 


SEYMOUR BANks 
Leo Burnett Company, Inc. 


STANDARDS WE RAIsE: THE DyNAMICs oF Con- 
SUMPTION, by Paul Mazur. (New York: Harper 
& Brothers, 1953. Pp. 173. $2.50.) 


It is refreshing in these days of viewing with 
concern, to come upon an author who is confi- 
dent he has the right solution and seems opti- 
mistic about its adoption. Consume or bust. We 
must spend our way to prosperity. We can only 
have our cake if we eat it. This is the central 
theme of Paul Mazur’s book, Standards We 
Raise. His position as a partner in Lehman 
Bros., financial adviser to certain large distribu- 
tive organizations, and a well-known writer on 
economic matters, in itself commands attention 
for his views. 

This book is addressed primarily to business 
men. They are warned that the only way to save 
the competitive enterprise system with its pres- 
ent enormous and expanding productive ca- 
pacity, is to keep the output of mass production 
moving through mass markets into consumption. 
Manufacturers must recognize the fundamental 
role of the distributor and distributive devices 
in expanding consumption, and distributors 
must assume the responsibility of continuously 
stimulating consumer wants in order to move ca- 
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pacity output into an ever rising level of con- 
sumption. The “standard of living” is the key to 
prosperity, and all economic decisions, public 
and private should be judged by their effect 
upon it. And this is not only an economic matter. 
Political democracy, Mazur declares, is linked to 
the competitive enterprise system and if the 
latter fails, through a failure to raise consump- 
tion levels adequately, democracy will go down 
with it. 

Mazur takes issue with labor spokesmen, by 
asserting that the problem is not one of adequate 
purchasing power. Production, he says, creates 
its own purchasing power. He ignores the effect 
on market demand of its differential distribu- 
tion. The problem as he sees it, is that though 
purchasing power is adequate, not enough gets 
converted into purchases. And as the level of 
real income rises, the percentage of savings to 
expenditures tends to increase because of con- 
sumer inertia in expanding wants. He recognizes 
the need for adequate savings for capital expan- 
sion, but business men will be discouraged from 
investing if demand is not active. The problem 
is one of oversavings. The long-run tendency is 
deflationary. And it is the job of the salesman to 
offset this tendency by stimulating consumer 
wants to a continuously higher level of expendi- 
tures, so that an adequate proportion of rising 
purchasing power will be converted into pur- 
chases. This is quite an assignment, particularly 
since individual salesmen, and distributors gen- 
erally, are concerned with the promotion of their 
particular line or brand, and can hardly be ex- 
pected to have the cyerall view of a continuous 
nice balance between total spending and total 
saving. But the stakes, says Mazur, are high, 
namely the failure or success of the competitive 
enterprise system itself, because any considerable 
deflationary trend will inevitably bring an ex- 
pansion of government activity. 

Mazur does not indicate how much of the 1952 
level of personal savings, approximately 7 per 
cent of disposable income, is to be regarded as 
oversavings—the percentage has varied from 24 
in 1944 to 2.3 in 1947. At the recent twenty-fifth 
Boston Conference on Distribution, which he ad- 
dressed, there was considerable talk by sales ex- 
ecutives about making an effort to increase sales 
by 10 per cent in the coming year. It is hard to 
see how that increase could be achieved out of 
personal savings. It would seem to depend on a 
considerable expansion of real purchasing power 
among consumer groups with a high propensity 
to spend. Mazur recognizes that “a mass of im- 
poverished men and women would offer a mar- 


ket for only minimum quantities of bare neces- 
sities”, but does not seem to see any market sig- 
nificance in 1952 census figures, indicating that 
more than 22 million American families have in- 
comes of less than $4000 a year. He also refers in 
passing to the deflationary effect of wage rates 
lagging behind increases in productivity, but 
does not look into labor claims that wage rates 
not only have lagged behind productivity since 
the war but in some cases even behind prices. He 
keeps to his position with respect to the ade- 
quacy of purchasing power, but, as the book pro- 
ceeds, shows a growing and moderating aware- 
ness of the complexities of the total economic 
situation. 

Mazur anticipates that government spending 
for defense (barring any further “incident”), for 
capital projects such as roads, flood control and 
water developments, and for the routine expen- 
ditures of government at all levels, will continue 
to take about 25, per cent of production capacity, 
though the percentage might decline as produc- 
tion expands. He walks warily between accept- 
able government expenditures and a trend to- 
wards economic “statism”, and makes no esti- 
mates for any expanded program for public 
education, health, cultural or other such develop- 
ments, usually associated with a rising level of 
consumption. He does not anticipate any consid- 
erable increase in foreign trade, except in so far 
as that is offset by imports, so the civilian domes- 
tic market must be expanded to absorb the 
greater part of what our magical production 
mechanism can and indeed must move into con- 
sumption, if we are to avoid a depression. Con- 
sumption, he reiterates, is the end of production, 
but at times he gives the impression that he is 
concerned with a rising level of consumption not 
for the satisfactions to be derived from it di- 
rectly, but because it makes possible a contin- 
uing flow of mass production and mass distribu- 
tion. Business men, he says, must learn to adjust 
production schedules to the consumption rate 
and he suggests the compilation of a national 
consumption index, comparable to the national 
production index, as a guide to business deci- 
sions. 

Mazur’s main concern about the consumption 
situation, comes from what he considers the in- 
creasing inertia in consumer wants as the level 
of consumption rises. Consumer behavior re- 
sponds slowly to market opportunities unless 
stimulated by various distributive devices. Over- 
savings presumably result, in his opinion, from 
inadequacy in these devices, and he indicates 
there is much room for improvement. The $7 
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billion spent annually for advertising, “often 
described by economic Puritans as representing 
waste and profligacy”, takes on the aspect of a 
dynamic factor in the economy. A no less im- 
portant sales aid is installment credit, or “‘frac- 
tional” selling. Business men with a Puritanical 
complex, must come to realize, says Mazur, that 
the American family prefers to buy on time, 
rather than use savings in the purchase of con- 
sumer capital goods; they must recognize the im- 
portance of credit as a device for market growth. 
Presumably he does not regard the present total 
of consumer credit, now about 11 per cent of 
disposable income, as having reached a “safe” 
maximum, though he agrees the situation should 
be watched. 

Mazur lays himself open to attack by consump- 
tion economists for his description of “built-in” 
obsolescence, as an essential factor in economic 
stability. Nutritionists would praise, not deplore, 
the purchase of food on a basis of economy and 
nutritional value. Is the conditioning of middle- 
class consumers to believe that they can get in- 
creased satisfaction by buying “newer models of 
the same type or for the same purpose”, without 
any essential quality difference, and by piling 
up the scrapheaps with usable goods, the only 
way to prevent large sections of our billion dol- 
lar industries from rusting, with resultant mass 
unemployment? Expansion of markets for exist- 
ing lines and the development of new and im- 
proved products and services that yield a high 
degree of consumer satisfaction, would seem to 
be a more likely road to consumer welfare. That 
there has been great progress along this road is 
demonstrated, with lyric warmth, by Mazur 
while taking the reader on a tour of the modern 
American kitchen. 

Various social factors have helped to expand 
market demand of recent years. Leisure, which 
in itself has stimulated many new wants, and at 
the same time provided an opportunity for en- 
joying their satisfaction, has been, he says, an 
invaluable sales aid, and will continue to be, 
through encouraging suburban living and in 
other ways. The social security program (includ- 


ing farm price supports) to the extent that it has - 


offset “fear-saving”, and by actual payments, has 
also released purchasing power for purchases; 
this is an area in which the author is prepared to 
accept government intervention to a “minimal” 
level. The tax program is also recognized as hav- 
ing an effect on consumption levels. Assuming 
the present trend to be deflationary, Mazur 
would be on firmer ground if he put more em- 
phasis on a reduction in taxes, particularly re- 


gressive taxes, as a positive factor in expanding 
market demand, and less on the sums to be lured 
out of savings. But despite the criticism that can 
be advanced against particular aspects of his 
thesis, he is to be congratulated on his recogni- 
tion of the dynamic force of the “standard of 
living”, and his insistence that the stability of 
the economy depends on finding effective ways 
of moving the output of our vast productive 
plant into the hands of those who can enjoy its 
consumption. 
PERSIA CAMPBELL 

Queens College 


INSTALMENT SALES FINANCING: ITs SERVICES TO 
THE DEALER—STUDIES IN CONSUMER CREDIT No. 
2, by Clyde William Phelps. (Baltimore: Com- 
mercial Credit Company, 1953. Pp. 99. No 
price given.) 


This well-written study of instalment sales 
financing probes the relative merits of financing 
automobile sales (1) by instalment contracts 
made with dealers and (2) by paying dealers cash 
borrowed from other financing institutions. 

The sales finance company pioneered the fi- 
nancing of sales of automobiles and other du- 
rable household goods and has carried this func- 
tion to a high degree of specialization and skill. 
In recent years, however, as commercial banks, 
industrial banks, credit unions, and personal 
finance companies have extended their services 
in consumer credit, they have encroached upon 
the business done by instalment sales finance 
companies. This has raised the question of 
whether the highly specialized sales finance com- 
pany has inherent qualities which justify and 
will protect its existence. As is often the case in 
the evolution of marketing institutions, a type 
represents some unique combination of func- 
tions or diversification through combination of 
line, service, or territory. In consumer finance, 
the sales finance company represents integration 
of retail and wholesale financing. In contrast to 
other financing institutions, it represents a 
higher degree of specialization. 

The following are the services which the sales 
finance company renders dealers: 


1. Complete financing service, both wholesale 
and retail, including marginal as well as su- 
perior risks, for new and used cars, factory 
drive-aways, demonstrators, and repair busi- 
ness. 

2. Capital loans for modernization, expansion, 
and original construction. 
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g. Financing in amounts adequate to the needs 
of dealers, amounts which are sometimes out 
of proportion to net worth, judged by tra- 
ditional lending standards. 

4. Dependable financing, in good as well as bad 
times. 

5. Supplements to dealers’ credit at normal 
borrowing sources. 

6. Sales promotion assistance, in accord with 
the concept of credit as being primarily a 
selling expense rather than a miscellaneous 
cost of doing business. 

7. Assistance to dealers through technical mer- 
chandising know-how. 

8. Insurance service as a “package” deal in con- 
tract selling. 

g. Full credit service, including investigation, 
evaluation, and assumption of risk on a non- 
recourse, full recourse, and repurchase basis. 

10. Collection service. 

11. Low cost financing, because of complete cov- 
erage offered. 


Although sponsored in his investigation by the 
Commercial Credit Company, one of the “Big 
Three” sales finance companies, Dr. Phelps 
maintains objectivity in his study. His facts and 
conclusions are certainly no one man’s opinion. 
On the contrary, his treatise is documented with 
250 footnotes which add valuable information 
to the text. To the student of marketing this 
study furnishes a good object lesson in research 
methodology. The book is a contribution and a 
valuable addition to the literature in the field of 
marketing finance. 

RoserT BARTELS 
The Ohio State University 


Economics OF NATURAL GAs IN TExas, by John 
R. Stockton, Richard C. Henshaw, and Rich- 
ard W. Graves. (Austin, Texas: University of 
Texas Bureau of Business Research, 1952. Pp. 
316. $5.00.) 


This book will serve as an excellent reference 
for those interested in natural gas. It contains 
one of the most complete assemblies of reliable 
statistics and general information currently avail- 
able on that subject. 

From the numerous charts and statistical 
tables included, the reader will be able to ap- 
praise the growth and development of the nat- 
ural gas industry over the past few decades. Since 
1950 is the last year for which most data are 
shown, the reader may wish to avail himself of 
governmental bulletins, commission rulings, and 


court decisions covering data and developments 
subsequent to that date. 

To some extent, the title of this book is a 
misnomer, because the text is not confined to the 
great state of Texas, nor is it necessarily an eco- 
nomic study. This may be advantageous, because 
with the scope broadened to cover the natural 
gas industry in all its segments and in all areas 
of operation, the reader will find a more thor- 
ough treatment of the subject of natural gas than 
might otherwise be possible. 

Of particular interest to the marketer is the 
chapter dealing with competition among fuels. 
A comparison is made of the advantages, or dis- 
advantages, of natural gas over oil and coal. Rel- 
ative prices and the factors bearing on price de- 
velopment are discussed. Of interest also is the 
discussion of the many products derived from 
processes using natural gas as a raw material or 
as a source material. 

This book is recommended to those interested 
in this aspect of industrial marketing as a fac- 
tual statement that will never be fully appreci- 
ated outside the industry. Would that there 
might be more such thorough compilations and 
interpretations for those who must shoulder the 
problems of industrial selling. 


GLENN N. MERRY 
K. E. CrENsHAw 
New York University 
Gas Advisers, Incorporated 


READINGS IN MARKETING, edited by J. H. West- 
ing. (New York: Prentice-Hall, Inc., 1953. Pp. 
322. $3.95.) 

This book of readings is intended for the be- 
ginning student of marketing. Its purpose is to 
facilitate wide and varied reading in the subject 
by bringing together in one volume a selection 
of articles by recognized authorities. 

The readings are culled from no less than 25 
different publications, ranging from Harper's 
and Colliers (on market research!) to The En- 
cyclopedia of the Social Sciences. The general 
character of the selections may, perhaps, be 
suggested by the fact that Business Week is the 
source of ten of them, while six have been 
drawn from the JOURNAL OF MARKETING and five 
from Fortune. Most of the authors represented 
are practitioners rather than teachers of mar- 
keting. 

The readings are grouped under eight major 
headings. An introductory section contains four 
articles, three of which attempt to explain and 
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defend the cost of marketing. A second section, 
dealing with the consumer, offers such varied 
materials as Montgomery’s plea for consumer 
standards, Business Week’s fascinating analysis 
of the effect of a changing population make-up 
on marketing, and a sociologist’s arid attempt to 
explain fashion. 

Section III contains 13 articles devoted mainly 
to the changing patterns of retailing. In con- 
trast, section IV disposes of the wholesaler in 
three articles. The fifth section, covering in- 
dustrial marketing, contains only one selection; 
while in section VI agricultural marketing is 
the concern of as many as six articles. Among 
these is G. A. Elgass’ spirited criticism of the 
parity price concept. 

The seventh section, dealing with general 
marketing problems, is the longest section of 
the book. Its 21 articles are grouped under six 
sub-headings: branding and advertising, ex- 
clusive agency, marketing research, pricing, 
credit, and government and marketing. The 
final section contains Stewart G. Waterhouse’s 
appraisal of American marketing. 

An attractive feature of the book is the au- 
thor’s introductory paragraph to each article. In 
most cases, these paragraphs succeed in their 
purpose of giving the reader some background 
against which to evaluate the article. On the 
other hand, the editor fails, in a few instances, 
to identify clearly the source of the reading or 
‘ to give the date of its publication. 

The editor admits that his selection is quite 
arbitrary. He justifies his choice “only on the 
grounds that these were articles that appealed 
most” to him. Nevertheless, two general ob- 
servations may, perhaps, be permitted. First, it 
seems to this reviewer that the quality of a 
good many readings is of low order. A few are 
of only ephemeral interest; one or two have 
already become obsolescent (as, for example, 
Business Week’s tentative report on the whole- 
saler, based on incomplete Census data). And 
although others raise important problems or 
issucs, few offer more than superficial analyses, 


Perhaps these shortcomings are a reflection of 
the choice of sources or the processes of selec- 
tion. Perhaps they mirror the tentative state of 
our knowledge of marketing. In either event, 
they seem to cast considerable doubt on the 
editor’s confident assertion that “the desirability 
of wide and varied reading in such a field as 
marketing is self-evident.” At least, it seems 
doubtful to this reviewer that a beginning stu- 
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dent of marketing would gain greatly by such 
reading. 

The second observation concerns another 
aspect of the possibility of effective use of the 
book in a beginning course in marketing. Again, 
the reviewer entertains some doubt, though his 
difficulty has nothing to do with the general 
quality of the collection under review. Rather 
it stems from the character of the text-books 
which the readings are intended to supplement. 
Almost without exception they are argumenta- 
tive and verbose to the point of being repetitive. 
It is, therefore, quite possible that, measured 
in terms of returns to the students, we are al- 
ready requiring too much reading—or, at least, 
too much reading of a wrong sort. Unless we 
make an extremely careful selection of addi- 
tional materials to meet the specific needs of our 
own course, an increase in reading assignments 
might merely serve to add insult to injury. 


S. G. WENNBERG 
University of Missouri 


BRIEFLY NOTED 


1,484 SELECTED PUBLICATIONS FOR RETAILERS, 
Compiled by the Research and Publications 
Division of the New York School of Retailing. 
(New York: New York School of Retailing, 
1953. Pp. 109. $2.00.) 

The purpose of the bibliography is to pro- 
vide a concise key to retailing information. The 
material is classified under twenty-two subject 
headings which are subdivided into four groups, 
according to date of publication: before 1930, 
from 1930 to 1939, from 1940 to 1949, and from 
1950 to 1952. Books and pamphlets from a vari- 
ety of sources, including trade associations, trade 
publications, colleges and government are listed. 


AMERICA: MIRACLE AT Work, Edited by Wil- 
liam D. Patterson. (New York: Prentice-Hall, 
Inc., 1953. Pp. 104. $7.50.) 

Advertisements from the campaigns which 
won the First Annual Saturday Review Awards 
for Distinguished Advertising in the Public In- 
terest during 1952 are presented in this volume 
together with comments telling the reasoning 
leading to their creation. The general tenor of 
the volume is indicated by James Webb Young's 
Introduction, in which he says, “This private 
use of advertising in the public interest, then, is 
a social discovery or invention of the first or- 
der.” 
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Aw, TRADE AND THE TARIFF, by Howard S. Pi- 
quet. (New York: Thomas Y. Crowell Com- 
pany, 1953- Pp. 358. $3-75-) 

The value of a temporary suspension of tariffs 
and quotas by the United States as a possible 
solution to the “dollar gap” problem (excess of 
United States exports over imports) is considered 
in this volume. Using 1951 import data the au- 
thor estimates that “. . . the resulting increases 
in imports would probably fall short—at least 
for a time—of solving the problem of the dollar 
gap.” Attention is given to the effects of the 
temporary suspension of our tariffs and quotas 
upon: our trade with countries receiving aid 
and those not receiving aid; the possible effects 
upon domestic manufacturing, mining and ag- 
riculture; and how those domestic interests ad- 
versely affected might be assisted in adjusting to 
the conditions brought about by the temporary 
suspension of tariffs and quotas. It is pointed 
out that the established policy support programs 
designed to aid agriculture depend in consider- 
able measure upon import restrictions and that 
“. .. the opening of the domestic market to 
foreign goods would make their continuance 
virtually impossible.” 

The author points out that the interests of 
groups within the economy must be weighed 
against the total national interest. He concludes 
that “. . . even though across the board tem- 
porary suspension of trade barriers would not 
suddenly solve the problem of the ‘dollar gap,’ 
it might go far in that direction, and it would 
have an exhilarating psychological effect upon 
other countries of the free world.” 

More than three-quarters of the book consists 
of specific treatments of the commodities which 
accounted for four-fifths of all dutiable imports 
into the United States in 1951. As such it con- 
stitutes a useful handbook. 


EconoMIc CONTROLS AND DEFENSE, by Donald H. 
Wallace. (New York: Twentieth Century 
Fund, 1953. Pp. 260. $2.00.) 


Knowledge of which government “controls” 
to use if inflation strikes again and how to use 
them is indispensable to preparedness because 
of the continuing threat of inflation in our 


heavily loaded economy, according to Professor 
Wallace. The possibilities and dangers of the 
different kinds of direct control, such as wage 
and price controls, allocations and rationing, 
manpower control, etc. are described in this 
volume. 

The author concludes that the President 
should be given continuous statutory authority 
to put on or take off direct controls along with 
standards to govern their use. “Congress does 
not usually move fast enough to pass a new law 
authorizing such controls at the moment they 
are required.” 


Tue THEORY OF INVENTORY MANAGEMENT, by 
Thomson M. Whitin. (Princeton: Princeton 
University Press, 1953. Pp. 229. $4.50.) 


The problem of inventories is discussed in 
this volume from three points-of-view. Part I, 
“Inventory Levels for the Firm,” includes dis- 
cussions of inventory control systems, inventory 
control methods, and inventory-sales ratios in 
theory and practice. Inventories in the economy 
and the National Military Establishment are 
covered in parts II and III. 


BOOKS RECEIVED 


Tue Drirr Towarp SociAtism and Other Es- 
says, by George R. Davies. (Iowa City: State 
University of Iowa, 1953. Pp. 115. No price.) 

DEFENSE AND THE DOLLAR, by J. M. Clark, T. W. 
Schultz, Arthur Smithies and D. H. Wallace. 
(New York: Twentieth Century Fund, 1953. 
Pp. 197. $2.00.) 

Getrinc Tuincs Done In Business, edited by 
Edward Bursk. (Cambridge: Harvard Univer- 
sity Press, 1953. Pp. 152. $3.25.) 

MATERIALS HANDLING, by John Immer. (New 
York: McGraw-Hill Book Company, 1953. Pp. 
569. $8.00.) 

Tue RaILroap Suiprers’ Forecasts, by Robert 
Ferber. (Urbana: Bureau of Economic and 
Business Research, University of Illinois, 1953. 
Pp. 140. $1.00.) 

RENEWING Our CitiEs, by Miles L. Colean. (New 
York: Twentieth Century Fund, 1953. Pp. 181. 
$2.50.) 
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A.M.A. Notes 


IRA D. ANDERSON 
Editor 


The Washington Conference 
December 27-29, 1953 
Mayflower Hotel 


If you were not one of the 561 marketeers who at- 
tended the Association’s 34th national conference in 
Washington, you missed one of the better programs 
in our history of conferences. The committee did an 
impressive job of lining up good speakers who had 
something to talk about, and handled the many hun- 
dreds of details which make for the comfort and 
pleasure of those attending, with deftness. 

The efficient team was headed by George B. 
Travis, chairman; and consisted of Floyd J. Hosking, 
vice-chairman; Philip W. Clark, Registrar; C. Mery] 
Sullivan, Comptroller; Marie B. Pfeiffer, Secretary; 
Charles H. Sevin, Program Chairman; Raymond W. 
Hoecker, Arrangements Chairman; Watson Rogers, 
Attendance Chairman; Allen D. Deason, Jr., Exhibits 
Chairman; Robert E. Harper, Publicity Chairman; 
Vera M. Lundquist, Reception and Social Activities 
Chairman; and C. S. Kauffman, Chairman of the 
Committee for Washington Source Material. 


Awards 


Winners of the 1952 Awards Program were pre- 
sented with certificates at the banquet on December 
28th. The winners and their contributions are listed 
below. Copies are available on library loan by writ- 
ing the AMA Central Office at 1525 East 53rd Street, 
Chicago 15, Illinois: 


To: Thomas A. Staudt 
Massachusetts Institute of Technology 
For: His Census Monograph entitled 
“The Manufacturers’ Agent as a Marketing In- 
stitution” 


To: Richard D. Crisp 
Tatham-Laird, Inc. 
For: A Case Study in Copy Research 


Receiving honorable mention were: 


To: Thomas E: Coffin and Jack B. Landis 
National Broadcasting Company 
For: Radio’s Effective Sales Power 


All award winners were present to receive their 
certificates in person. 
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Here Is the Washington Program! ! 
1953 Winter Conference—December 27-29 
Mayflower Hotel, Washington, D. C. 


“How We Can Market the Output of Our 
Growing Productive Capacity” 


Sunday, December 27, 1953 
1:30 p.m. to 2:00 p.m. 


CONFERENCE OPENING 
Chairman: 
George B. Travis, Conference Chairman 
Invocation: 
Rev. Frederick Brown Harris, D.D., Foundry 
Methodist Church; Chaplain U.S. Senate 
Welcome: 
Floyd J. Hosking, President, Washington Chap- 
ter, American Marketing Association 
Keynote: 
Neil H. Borden, President, American Marketing 
Association 
REPORT ON 
CONDITIONS 
William C. Gordon, Jr., Executive Director, 
American Marketing Association 


CONFERENCE SURVEY OF BUSINESS 


1:30 p.m. to 1:45 p.m. 
OPENING OF TEACHING OF MARKETING SESSIONS 
Welcome: 
A. Rex Johnson, George Washington University 
Keyr. te: 


Wendell R. Smith, State University of Iowa, 
Chairman, Teaching of Marketing Sessions 


1:45 P-m. to 3:30 p.m. 
THE TEACHING OF MARKETING RESEARCH 
Chairman: 
Ralph Westfall, Northwestern University 
Subject: 
Content of Basic Course 
Discussion: 
Harper Boyd, Northwestern University 
Donald R. G. Cowan, University of Michigan 
Charles M. Crawford, University of Florida 


Sidney Hollander, The Johns Hopkins Univer- 
sity 
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2:00 p.m. to 2:45 p.m. 


Your CusTtoMER TODAY 
A Visual Presentation by Lire Magazine— 
THE MODERN MARKETING EVOLUTION AND THE 
EMERGENCE OF THE MASs-CLAss MARKET 


Chairman: 
A. Edward Miller, Market Research Director, 
Life Magazine 
Narrators: 
Charles Pearson, Food Manager, Life Retail 
Promotion 


Kent Kelley, Automotive Manager, Life Retail 
Promotion 


“Measuring the Return on Advertising 
Expenditures” 
3:00 p.m. to 6:00 p.m. 
Chairman: 

Joel Dean, Joel Dean Associates 

WHERE ADVERTISING EVALUATION Is HEADED 

Claude Robinson, President, Opinion Research 
Corp. 

‘TECHNIQUES OF MEASURING ADVERTISING 
EFFECTIVENESS 

H. D. Wolfe, Market Research Director, Colgate- 
Palmolive Co. 

MEASURING ADVERTISING EFFECTIVENESS 

Donald Armstrong, Vice President and Director 
of Research, McCann-Erickson, Inc. 

MEASURING RETAIL ADVERTISING AND DISPLAYS 

R. D. Hardesty, Merchandising Research, the 
Kroger Co. 

A ProcrEss REPORT ON ADVERTISING RESEARCH 

Richard D. Crisp, Tatham-Laird, Inc. 


$:30 p.m. to 5:30 p.m. 
THE TEACHING OF INDUSTRIAL MARKETING 
Chairman: 
Alfred L. Seelye, University of Texas 


METHODS OF TRAINING SALESMEN OF INDUSTRIAL 
Goops 

Kenneth Lawyer, Western Reserve University 

THE CurRENT ROLE OF INDUSTRIAL DISTRIBUTORS 
IN THE MARKETING OF INDUSTRIAL PRODUCTS 

Walter F. Crowder, Editor, Industrial Distribu- 
tion 

AN ANALYSIS OF INDUSTRIAL PURCHASING INFLU- 
ENCE STUDIES 

Alfred L. Seelye, University of Texas 


Discussion: 


Ross M. Cunningham, Massachusetts Institute 
of Technology 

Theodore N. Beckman, The Ohio State Univer- 
sity 

Albert Haring, Indiana University 


Monday, December 28, 1953 


8:00 a.m. to 10:00 a.m. 
THE TEACHING OF SALESMANSHIP 
Chairman: 

Ralph B. Thompson, University of Texas 

Tue Use oF A TAPE RECORDER IN THE TEACHING 
OF SALESMANSHIP 

William R. Bennett, University of Alabama 

EXAMINATIONS FOR STUDENTS OF SALESMANSHIP 

C. A. Kirkpatrick, University of North Carolina 

COLLEGIATE TRAINING IN SALESMANSHIP FROM THE 
PoINT OF VIEW OF INDUSTRY 


R. S. Wilson, Vice President, The Goodyear Tire 
and Rubber Company 


“Operations Research” 
9:30 a.m. tO 12:15 p.m. 
Chairman: 

Dr. Glen D. Camp, Consultant to the President, 
Melpar, Inc., Subsidiary of the Westinghouse 
Air Brake Company 

OPERATIONS RESEARCH AND MARKETING EFFI- 
CIENCY 

Wroe Alderson, Partner, Alderson and Sessions 

THe ROLE OF SALES FORECASTS IN DEPARTMENT 
STORE OPERATIONS 

Dr. Charles F. Roos, President, and Dr. Paul 
Boschan, Staff Member Econometric Institute, 
Inc. 

LINEAR PROGRAMMING AND ELECTRONICS APPLIED 
TO MARKETING PROBLEMS 

P. J. Robinson, Manager, and A. P. Bell, Staff 
Member, Marketing Research Dept., Imperial 
Oil Ltd. (Canada) 

DETERMINING THE MOST PROFITABLE LEVEL OF 
PROMOTIONAL SALES ACTIVITY 

Harry B. Wissman, Director of Operations Re- 
search, Arthur D. Little, Inc. 

THE SEABROOK FARMS EXPERIMENT, SCHEDULED 
HARVESTING AS AN AID TO MARKETING 

Dr. Joseph F. McCloskey and Dr. C. Warren 
Thornwaite, Johns Hopkins University 


“A Gold Mine of Information: How to Get the 
Nuggets”—I 
g:00 a.m. tO 11:15 a.m. 
A SYMPOSIUM OF MARKETING FACTS AND INFORMA- 
TION FROM THE DEPARTMENT OF COMMERCE 
Chairman: 
Cyrus S. Kauffman, C. S. Kauffman Associates 


GENERAL INTRODUCTION 
Honorable Lothair Teetor, Assistant Secretary 
of Commerce for Domestic Affairs 
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BUSINESS AND DEFENSE SERVICES ADMINISTRATION 

General Functions: Charles F. Honeywell, Ad- 
ministrator 

Industry Facts: H. B. McCoy, Deputy Adminis- 
trator 

Distribution Facts: Harry W. Ketchum, Acting 
Director, Office of Distribution 

FOREIGN COMMERCE FACTS 

E. E. Schnellbacher, Director, Office of Intelli- 
gence and Services, Bureau of Foreign Com- 
merce 

CENsUs BUREAU 

Howard C. Grieves, Assistant Director 

BUsINEss ECONOMICS 

Louis J. Paradiso, Assistant Director 


10:15 a.m. to 12:15 p.m. 
THE TEACHING OF GENERAL MARKETING 


Chairman: 

S. F. Otteson, Indiana University 

ECONOMICS vs. MANAGEMENT IN THE BAsIC COURSE 

A. J. Alton, Miami University 

Francis A. Babione, The Pennsylvania State Col- 
lege 

Vant W. Kebker, Ohio Wesleyan University 

A Course IN MARKETING THEORY: WuHuaAT Is IT 
AND WuatT Can It Do? 

Donald F. Mulvihill, University of Alabama 

Thomas A. Staudt, Massachusetts Institute of 
Technology 

Leo V. Aspinwall, University of Colorado 


Luncheon Meeting 
12:30 p.m. to 2:00 p.m. 


Chairman: 
George B. Travis, Conference Chairman 
NOTHING HAPPENS UNTIL SOMEBODY SELLS SOME- 
THING 


Arthur H. Motley, President, Parade Publica- 
tions, Inc. 


2:15 p.m. to 4:15 p.m. 
‘THE TEACHING OF SALES MANAGEMENT 
Chairman: 
Kenneth D. Hutchinson, Boston University 
Topic: 
METHOps FOR INCREASING STUDENT PARTICIPATION 
IN CLAss RoOM Work 
Moderator: 
4 D. Maynard Phelps, University of Michigan 
OF STUDENT PANEL DiIscussION GROUPS UNDER 
THE CASE METHOD 
Kenneth D. Hutchinson, Boston University 
BRINGING THE BUSINESS COMMUNITY INTO THE 
SALES MANAGEMENT CURRICULUM 


William J. Schultz, College of the City of New 
York 


UsE OF ORAL AND WRITTEN CASE REPORTS 

Stewart H. Rewoldt, Indiana University 

USING THE PRINCIPLE OF INDIVIDUAL AND GROUP 
COMPETITION 

Kenneth Lawyer, Western Reserve University 


“Revolution in Retailing” 
2:30 p.m. to 4:00 p.m. 


Chairman: 

Wilford L. White, Small Business Administra- 
tion 

IMPROVING THE DYNAMICS OF RETAILING IN AN 
EXPANDING ECONOMY 

Malcolm P. McNair, Lincoln Filene Professor 
of Retailing, Harvard Graduate School of 
Business Administration 


THE MODERN MARKETING MIRACLE—AMERICA’S 
Foop DIsTRIBUTION SYSTEM 2 
John A. Logan, President, National Association 

of Food Chains 


“Housing Market Analysis” 
2:30 p.m. to 5:00 p.m. 


Chairman: 

E. Everett Ashley, 3d, Housing Economics 
Branch, Division of Housing Research, Hous- 
ing and Home Finance Agency. 

SoME Basic CONCEPTS IN THE ANALYSIS OF Hous- 
ING MARKETS 

Chester Rapkin, Research Associate, Institute 
for Urban Land Use and Housing Studies, 
Columbia University 

HousinG MARKET ANALYSIS IN 
MATERIALS MARKET 

Charles B. Reeder, Economic Analyst, Arm- 
strong Cork Company 

Some Non-Housinc Uses FoR HousiING MARKET 
DATA 

L. Durward Badgeley, Research Division, Mu- 
tual Life Insurance Co. of New York. 

THE DEVELOPMENT OF SOURCES OF HOUSING MAR- 
KET DATA FROM LOCAL FINANCIAL AND RELATED 
RECORDS 

Carter C. Osterbind, Associate Research Pro- 
fessor, University of Florida 

THE Use OF SAMPLE SURVEY TECHNIQUES FOR 
OBTAINING HOUSING MARKET DATA 

Arnold J. King, President, National Analysts, 
Inc. 


THE BUILDING 


“Market Research and Technical Research in 
New Product Development” 
4:00 p.m. to 5:30 p.m. 
Chairman: 


John A. Coleman, Supervisor of Consumer Re- 
search, General Foods Corporation 
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How MONSANTO CONDUCTS MARKET RESEARCH IN 
THE DEVELOPMENT OF NEW PRODUCTS 

W. H. Winfield, Director of Business Research, 
Organic Chemicals Division, Monsanto Chem- 
ical Company 

How COMMERCIAL RESEARCH GUIDES TECHNICAL 
RESEARCH IN THE DEVELOPMENT OF NEW PRop- 
ucTs 

W. E. Anklam, Director of Commercial and 
Economic Research, General Mills Research 
Laboratories 

ORGANIZATION FOR THE NURTURE OF NEW PRrop- 
UCTS 

A. K. Gaetjens, Manager, Marketing Research 
Dept. Lamp Division, General Electric Com- 
pany 


Annual Banquet 
7:00 p.m. to 10:00 p.m. 
Chairman: 
Neil H. Borden, President, American Market- 
ing Association 
PRESENTATION OF NATIONAL AWARDS 
Robert E. Sessions, Alderson & Sessions, Chair- 
man, Board of Judges 
Speaker: 
How We CAN MARKET THE OUTPUT OF OUR 
GROWING PRODUCTIVE CAPACITY 


Honorable Walter Williams, the Under Secre- 
tary of Commerce 


Tuesday, December 29, 1953 


8:00 a.m. to 10:00 a.m. 
THE TEACHING OF RETAILING 


Chairman: 
Harry A. Lipson, University of Alabama. 
SPACE PLANNING, RADIAL PLANNING AND RENT 
ALLOCATION 
Leo V. Aspinwall, University of Colorado 
Discussion: 
E. A. Brand, Michigan State College 
William R. Davidson, The Ohio State University 
Wenzil K. Dolva, Washington University 
Nelson C. Shafer, University of Connecticut 
Open Discussion: 
PROJECTS FOR THE SUBCOMMITTEE ON TEACHING 
OF RETAILING 


“A Gold Mine of Information: How to Get 
the Nuggets”—II 


9:00 a.m. tO 11:00 a.m. 


A SYMPOSIUM OF MARKETING FACTS AND INFOR- 
MATION AVAILABLE FROM THE DEPARTMENT OF 
AGRICULTURE 
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Chairman: 
Harry C. Trelogan, Director, Marketing Divi- 
sion (AMS) 


GENERAL INTRODUCTION 

Oris V. Wells, Administrator, Agricultural 
Marketing Service 

ECONOMIC OUTLOOK AND INFORMATION 

Bushrod Allin, Chairman, Outlook Situation 
Board (AMS) 

NEw Propuct DEVELOPMENT 

Frank Teuton, Chief, Information Division 
(ARS) 

LOwERING Costs OF DISTRIBUTION 

William Crow, Marketing Research Division 
(AMS) 

THE FARM HOME AS A MARKET 

Gertrude Weiss, Family Economics Division 
(ARS) 


“Understanding Consumer Behavior” 


9:30 a.m. to 12:00 noon 


Chairman: 
Rensis Likert, Director, Institute for Social Re- 
search, University of Michigan. 


CONSUMER PSYCHOLOGY AND THE BUSINESS CYCLE 

George Katona, Program Director, Survey Re- 
search Center, University of Michigan. 

ANALYZING CHANGES IN CONSUMER BUYING 

Ruth P. Mack, National Bureau of Economic 
Research. 

A REPORT OF THE COMMITTEE ON MOTIVATION 
RESEARCH OF THE ADVERTISING RESEARCH 
FOUNDATION 

Thomas E. Coffin, Manager of Research, 
National Broadcasting Company. 

Tue THEORY OF ITEM ATTRIBUTES: AN APPROACH 
To COMMODITY ANALYSIS 

Warren J. Bilkey, Asst. Prof. of Economics, Uni- 
versity of Connecticut. 


10:15 a.m. tO 12:15 p.m. 
THE TEACHING OF ADVERTISING 


Chairman: 
Vance Chamberlin, Fenn College, Cleveland. 


THE PRACTICAL VALUE OF ADVERTISING EVALUA- 
TION (Copy Testi.g) 

William B. Ricketts, Consultant 

Discussion: 

Kenneth Dameron, The Ohio State University. 

Charles G. Ellington, Harvard University. 

Vernon Fryburger, University of Illinois. 

Kenneth A. Grubb, National Prod. Admin., 
Dept. of Commerce. 

Karl H. Krauskopf, The Ohio State University. 

James D. Scott, University of Michigan. 
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Luncheon Meeting 
12:30 p.m. to 2:00 p.m. 
Chairman: 

Lawrence C. Lockley, University of Southern 
California; Vice President, American Market- 
ing Association 

Is SELLING EFFORT THE KEY TO SUSTAINED PROS- 
PERITY? 

John E. Jeuck, Dean, The School of Business, 
University of Chicago 

2:15 p.m. to 4:15 p.m. 

‘TEACHERS’ VISUAL AIDS 

Chairman: 

Hugh G. Wales, University of Illinois 

THE INDUSTRY ADVISORY COMMITTEE ON VISUAL 
Alps 

Edwin C. Greif, University of Vermont 

THE MARKETING VISUAL Alps BIBLIOGRAPHY 

Hugh G. Wales, University of Illinois 


“The Future of the Census” 


2:30 p.m. to 4:30 p.m. 
Chairman: 

ne Gordon A. Hughes, Director, Market Analysis 

— Dept., General Mills, Inc. 

How MANUFACTURING COMPANIES USE CENSUS 
DATA IN PLANNING AND CONTROLLING THEIR 
MARKETING OPERATIONS: A REPORT ON THE 
AMA Survey 

Charles W. Smith, McKinsey & Company 

REVIEWING THE CENSUS PROGRAM 

Ralph J. Watkins, Director of Research, Dun 
and Bradstreet, Inc. and Chairman, The Sec- 

2 retary of Commerce’s “Intensive Review Com- 

mittee” 

StTaTistics CAN’T SPEAK FOR THEMSELVES 

Preston B. Bergin, Executive Vice Chairman, 
Retail Jewelers Tax Committee, Inc. 


yy “How to Forecast Your Company’s Sales” 
ag 2:30 p.m. to 4:00 p.m. 
Chairman: 


Alexander C. MacGowan, Marketing Consultant 
R. J. Eggert, Program Planning Manager, Ford 
Division of Ford Motor Company 
A. A. Batts, Jr., Manager, Commercial Research, 
The Carborundum Company 
A C. M. Crawford, University of Florida 


“How Sales and Cost Analysis Can Increase 
Profits” 
4:00 to 5:30 p.m. 
Chairman: 
Donald R. G. Cowan, University of Michigan 


A Way TO More Prorits THROUGH SALES 
ANALYSIS 


Russel Baker, Manager, Sales Research and 


Promotion, Irvington Varnish & Insulator, 
Division of Minnesota Mining & Manufactur- 
ing Co. 

SALES ANALYSIS AND DISTRIBUTION CHANNELS 
Gordon M. Looney, Director of Distribution Re- 
search, Libbey-Owens-Ford Glass Company 

VALUES OF DISTRIBUTION CosT ANALYSIS 

Donald R. Longman, Executive Director, Busi- 
ness Information Division, Dun and Brad- 
street, Inc. 


Minutes of the Business Meeting 
December 29, 1953 
Washington, D. C. 


The open meeting for members of the American 
Marketing Association was called to order at 4:45 
p-m. by President Neil H. Borden. The first order 
of business was the Secretary’s Report which was 
presented by Secretary Ira D. Anderson. 


I. REPORT OF THE SECRETARY 


Mr. Anderson stated that the membership was 
4536 as of November 30, 1953, as compared with 
4131 on the same date in 1952, and 3798 on Novem- 
ber goth in 1951. He stated this represented an in- 
crease of 8.8% over this time last year. He stated 
that the Association has 4090 regular members with 
446 associates, the latter group making up about 
10% of the membership. 

Mr. Anderson then reported on company mem- 
bers which totaled 117 on November 30, 1953. Of 
the 117, 10 were advertising agencies, 14 were mar- 
keting research and consulting firms, 62 were man- 
ufacturers, 23 in publishing and radio, 4 in whole- 
saling and retailing, and 4 were service organizations 
and banks. 

Mr. Anderson reported that the Association has 
35 active chapters, with two potentials—Richmond, 
Virginia and Houston, Texas. He stated he hoped to 
be able to report the addition of these two chapters 
by June. 

He then mentioned that the Roster will be pub- 
lished during the 1954 calendar year. It is being 
handled by a committee made up of Mr. Gordon, 
Mrs. Kent, Mr. McGann, and Mr. Anderson. 

Mr. Anderson further stated that the publication 
of “Marketing in Canada” is being delayed slightly 
because of the unavailability of some Dominion 
Statistics which are to be included. As soon as the 
statistics are available, the publication of the book 
will proceed. 


II. REPORT OF THE TREASURER 
Budget 
Mr. Borden then called on Mr. Smith for the 
Treasurer’s report. Mr. Smith stated that the ex- 


penses this year had been budgeted at $62,000 and 
anticipated income was expected to equal the same 
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figure. He stated that income is slightly less than 
projected because the company membership appli- 
cations were below anticipation. He stated that the 
Company Membership Committee has laid some ef- 
fective campaign plans and hopes to correct the 
situation. Mr. Smith urged cooperation from all 
members in getting behind the company member- 
ship program. 


Workload Analysis 


He then reported on the results of his analysis of 
the workload in the Central Office. Briefly, he stated, 
the purchase of addressograph and graphotype 
equipment has reduced the workload by at least 
20%. He stated that the 1952-53 bills were out by 
June 1st of last year and that % of the dues had 
been collected by August 1st. He stated the collec- 
tion problem has been greatly simplified. 


Committee Budgets 


Mr. Smith stated that budget requests from every 
operating committee had been submitted by com- 
mittee chairmen along with a statement of the an- 
ticipated activities of the committee. These were 
presented to the Board. He stated that this gives 
the Association a better idea of where the money 
is going in that area. 


Central Office Procedures 


Mr. Smith then stated that the Central Office pro- 
cedures had been completely revised. A manual 
with flow charts is being prepared for chapters 
to make it possible for them to understand the pro- 
cedures more clearly, and coordinate their efforts. 


Conference Management Manual 


Mr. Smith stated that he had revised the sec- 
tion in the manual which deals with conference 
budgets and feels that it will now be easier for the 
conference committees to anticipate conference 
financial matters. 


Journal of Marketing 


Mr. Smith stated that the best report on the 
JOURNAL is the JOURNAL itself. He stated that changes 
are being made all the time to improve the content, 
the format, the style, and the operation. Circulation 
at the present time is about 6400. Mr. Smith stated 
that Mr. McGann, the business manager, was plan- 
ning a special drive for non-member subscribers. 
He also stated that the finances of the JOURNAL are 


in very good shape. 


III. REPORT OF THE PRESIDENT 
Mr. Borden then presented his own report of his 
activities to date. 
Census Study 


Mr. Borden particularly called attention to the 
work that had been done by a special committee 


of the Association on the census. He stated that the 
census problem was acute. Congress had failed to 
provide the quinquennial censuses of manufactures 
and business and appropriate funds for the census of 
agriculture. This matter was of vital interest to this 
Association. Mr. Borden stated that the Board of 
Directors authorized the officers to go ahead and 
do everything they could to regain the censuses and 
get continuity. Mr. Borden stated that with the 
help of a very efficient task force, and a very large 
committee of businessmen, a survey was made on 
the uses of the census data to business. A. C. Nielsen 
Company gave many hundreds of dollars of pro- 
fessional work in tabulating the results and repro- 
ducing the report which we were able to present 
to Dr. Ralph J. Watkins and his Intensive Review 
Committee. 

Mr. Borden stated that both Dr. Watkins and 
Secretary Weeks have written to thank the Associa- 
tion for presenting such a clear picture of the 
census situation. Mr. Borden stated that he had 
been told that the Secretary of Commerce is asking 
for appropriations to carry through large parts of 
the census program. He stated, however, that there 
is still a job to be done in trying to get Congress to 
act upon the recommendations for the appropria- 
tions. We now have documents for presentation to 
Congressional Committees. Mr. Borden has been 
given permission by the Board of Directors to act 
as chairman of a rump committee to see if we can 
can set up a sort of National Advisory Council for 
Economic Information to advise the government on 
such programs. 

Mr. Borden further stated that the Association 
must take some definite action toward getting a 
continuance of the census program so that the 
problem of appropriations does not arise every time 
a budget is being built. Mr. Albert Frey then pre- 
sented a resolution to the effect that the members 
of the American Marketing Association favor the 
continuance of the quinquennial censuses of manu- 
factures, business and agriculture as necessary to 
the efficient operation of business. Mr. Frey moved 
the adoption of the resolution as read. Mr. Dufton 
seconded, motion carried. 


Marketing Channels Book 

Mr. Borden announced to the membership that 
the Association-sponsored book entitled “Market- 
ing Channels” is now available. Editor of the book 
is Richard M. Clewett and sections were contributed 
by twenty competent members of the Association. 
Richard D. Irwin, Inc. is publisher. Mr. Borden 
stated that the book is a real contribution to the 
literature in this area of marketing and one which 
the Association is proud to sponsor. 


Conferences 

Mr. Borden then announced that the next na- 
tional conference is scheduled for June 13, 14, 15, 
and 16, 1954 at the Ambassador Hotel in Atlantic 
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City. Philadelphia Chapter is host. He urged all 
present at the meeting to plan to attend. 

Mr. Borden reported that arrangements for the 
Detroit Teachers’ Conference were getting under 
way. This meeting will be held Christmas week in 
December and will be under the aegis of the Teach- 
ing of Marketing Committee now headed by Pro- 
fessor Schuyler F. Otteson of Indiana University. 
He stated that this meeting will be an important 
development in the work of the Association. 

Mr. Borden told the members that the summer 
1955 conference would be held in Milwaukee, and 
that the Association would hold a national con- 
ference in connection with the Allied Social Science 
Group in December, 1955 in New York at the 
Roosevelt Hotel. Mr. Borden further stated that 
the summer 1956 meeting will be held in Pittsburgh. 

Mr. Borden stated that the Board of Directors 
had approved a plan to extend more guidance and 
help to local conference committees in connection 
with future conferences. This would relieve the 
host chapter of some of the great responsibility in 
connection with national meetings. 


Student Marketing Clubs 


Mr. Borden stated that the new chairman of the 
Student Marketing Club Committee, Mr. Charles 
H. Dufton, has laid out a very workable program 
for the Clubs this year, and that the Board of Di- 
rectors has approved it. Mr. Dufton has appointed 
Mr. Karl Kahl, a recent president of a student 
marketing club as editor of the Student Newsletter 
and two very fine issues have already been dis- 
tributed. Mr. George Day had the responsibility for 
planning the very successful student meeting in 
connection with this Washington Conference. 

Highlights of the plan approved by the Board 
were: 1) An annual student fee of $1.00 enabling 
the establishment of a direct mailing list to students, 
2) Regional student conferences, 3) Conferences in 
connection with national meetings, 4) A booklet on 
the subject of careers in marketing. 


Company Members 


Mr. Borden stated that Mr. Smith had already 
reported on this committee. He just wanted to add 
a word of commendation to Mr. Fernald who ac- 
complished the signing up of 70 new members last 
year. He stated Mr. Fernald has set a quota of 150 
for this year, and the Board of Directors has agreed 
to work individually in their own chapters to pro- 
mote signing up of more companies. He stated that 
we now have evidence of the value of the Associa- 
tion to business as the Executive Director can now 
give continuity and carry on the program. 


Public Relations 


Mr. Borden stressed the need for better system of 
communication between the Association and the 
outside, as well as internally. He stated that we have 


real problems in letting the world know what we 
are doing. He stated that we must make sure we 
have good objectives and then see that we all work 
toward those objectives. He stated the new Execu- 
tive Director will be able to contribute much to 
such a program. 


V. REPORT OF THE EXECUTIVE DIRECTOR 


Mr. Borden stated that it would take too long to 
report on everything Mr. Gordon has done. How- 
ever, he assured the members that we have secured 
a very able man in Mr. Gordon. He stated that all 
the officers were surprised and pleased at what he 
has already been able to do. He will make the tran- 
sition of officers very much easier and no time will 
be lost while new officers are learning what they 
are supposed to do. Mr. Borden further stated that 
Mr. Gordon had worked out some long range ob- 
jectives and has already helped in developing neces- 
sary policies. He said he felt sure that we would 
now be able to do the kinds of things which would 
develop science in marketing. 

Mr. Borden stated that Mr. Gordon had tackled 
the organizational problem and gave the Board very 
effective solutions, developing job specifications for 
himself and the executive assistant, and with plans 
for job specifications for all officers, directors, and 
committee chairmen to come. Mr. Borden stated 
that he wanted to pay tribute to Mr. Gordon. 


VI. QUESTIONS FROM THE FLOOR 


Mr. Carl Skonberg asked how many company 
members the Association needs. Mr. Borden replied 
that the quota was 150 by June go, 1954. Mr. Smith 
urged members again to help sign up their com- 
panies. 

Mr. Sinclair asked for better coordination in 
getting teaching techniques, examination questions, 
etc. to teachers. Mr. Otteson replied that he was 
making a note of his suggestions and would pass 
them along to the sub-committee chairmen. He as- 
sured Mr. Sinclair that the sub-committees have 
all been developing materials which will be avail- 
able. 


VII. REPORT OF THE RESOLUTIONS 
COMMITTEE 


Mr. Nels Seubert then read two resolutions of 
thanks, one to the conference committee and one 
to the hotel for handling this successful conference. 
He moved their adoption. Mr. Frey seconded the 
motion which carried. 


VIII. ADJOURNMENT 


The meeting was adjourned at 5:15 p.m. 
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You’re on your way, months ahead of 
the pack, when Selling Research powers 
your store audit strategy. Pickup is 
quick: you never wait for a full house. 
Within 7 days of receipt of order, your 
job is in the works. Within 10 days of 
completion of field operations, facts-for- 
action are on your desk. 


Facts-for-action! Validated in the field 
—through constant rotation of local 
checkers. Through traveling supervi- 
sors working side-by-side with local 
checkers, or spot-checking stores the day 
after audit. Through regional supervi- 
sors’ continuous verification of audit 
calls and procedures. 


96 Liberty Street, New York 6, N.Y. Sal] ng Research } Inc. 


the lights 


say GO! 


Most important, Selling Research of- 
fers you the 6,725 key stores in 153 key 
markets across the country (plus g mar- 
kets in Canada)—or creates store panels 
to your specification, in any city you 
name. Grocery, drug, variety, depart- 
ment, appliance, hardware, liquor, con- 
fectionery, jewelry, automotive, station- 
ery, soft goods—all are covered by Sell- 
ing Research. 


Now in the spring, get to know the 
difference, when you have fast informa- 
tion on over-the-counter merchandise 
movement. Get to know why—to more 
and more top research directors—store 
audit means Selling Research. 
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Salesmanship 


HELPING PROSPECTS BUY 


By Dr. C. A. KIRKPATRICK 

COMMENT BY A NOTED School of Business Administration 
SALES AUTHORITY University of North Carolina 
“You will find in this text a This new book develops salesmanship as a profes- 
sound, thorough presentation of sion. It is aggressive and dynamic, but it trains for 
what it takes to be a success in selling that will create permanent satisfaction 
one of the most rewarding of and repeat business. Here you will find salesman- 
professions financially and spirit- ship in its most modern and most enlightened 
ually. The need for a book such form with emphasis on service and intelligent 
as this has been great and Profes- help to the buyer. 


sor Kirkpatrick has materially 


helped to fill that need.” SALESMANSHIP is packed full of opinions from 


leading sales executives of prominent companies 
and quotations from their sales manuals. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
Cincinnati 2 New Rochelle, N. Y. Chicago 5 San Francisco 3 Dallas 2 


AMERICAN ECONOMIC REVIEW 


Contents 

Volume XLIV March, 1954 
Institutional and Theoretical Implications of Economic Change C. B. Hoover 
Economies of Scale, Concentration, and the Condition of Entry in 

Twenty Manufacturing Industries J. S. Bain 
Economic Preconceptions and the Farm Policy J]. K. Galbraith 
Some Questions about Growth Economics L. B. Yeager 
An Investigation into the Dynamics of Investment R. W. Clower 
Price and Outpua Determination by a Firm Selling Related Products M. J. Bailey 
Exchange Flexibility and the Stability of Sterling — S. 1. Katz 
What Every Economist Should Know about Health and Medicine Eli Ginzberg 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication, of the American 
Economic Association and is sent to all members. The annual dues are $6.00. Address editorial com- 
munications to Dr. Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 
versity, Room 220, Stanford, California; for information ——_ 7 other publications and activities 
of the Association, communicate with the Secretary-Treasurer, Dr. James Washington Bell, American 

ation, Northwestern University, Evanston, Tilincis. Send for information booklet. 
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JOURNAL OF THE 
AMERICAN STATISTICAL ASSOCIATION 


1108 16th St., N. W. Washington 6, D. C. MARCH 1954 VOL. 49, NO. 265 
The Problem of Autocorrelation in Regression Analysis .................0e0005 R. L. Anderson 
Tables of the Expected Value of 1/X for Positive Bernoulli and 
Appendices to report on the Kinsey Report William G. Cochran, 
Frederick Mosteller, John W. Tukey 
Do Persons Lost to Long Term Observation Have the Same Experience as 
Theodore J. Bauer, James F. Donohue, Vincent Larson, 
Albert P. Iskrant, and Quentin R. Remein 
Relationship between an Index of House Prices and Building Costs ............... David M. Blank 
Some Practical Techniques in Serial Number Analysis ....................4-- Leo A. Goodman 
Book Reviews 


THE AMERICAN STATISTICAL ASSOCIATION 
INVITES AS MEMBERS ALL PERSONS INTERESTED IN: 


1. Development of new theory and method 


2. Improvement of basic statistical data 
A S A 3. Application of statistical methods to practical prob- 
lems 


THE JOURNAL OF MARKETING 


now offers the following publications, which can well help make your 
sales management problems substantially lighter: 


1. Arithmetic for Sales Management, by Frank W. Hankins, Vol. VII No. 1 


2. Trends in the Selection and Training of Salesmen, by David R. Osborne, 
Vol. XI No. 1 


3. What Sales Management Expects from Research, by Robert F. Elder, 
Vol. XIII No. 1 


4. The Development and Pricing of a New Product, by Jacob O. Kamm, 
Vol. XV No. 3 


These are priced at $1.75 per copy in the United States; $2.00 per copy outside the 


United States 
KINDLY ENCLOSE REMITTANCE WITH ORDER 


Address all orders to: 
AMERICAN MARKETING ASSOCIATION 
1525 E. 53rd Street Chicago 15, Illinois 
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ONE-SOURCE SERVICE 


to Save You Time, Trouble and Money 
on MARKETING RESEARCH TABULATIONS 


Here is an experienced 
organization that can serve 
you on any or all phases 

of marketing research 
tabulations...in an 


emergency, or for your regular 
requirements. 


You may need coding and editing « 
Punching * Verification * Tabulating * Percentaging * 


Preparation of Tables * Typing * Long experience in 
handling these assignments has given Statistical a thorough 


understanding of your requirements which is a PLUS you get 
along with speed, accuracy and economy. 


Remember, when you call on Statistical for marketing research 
tabulations, you don’t have to bother with hiring and training of 
personnel, or worry about equipment standing idle, 


overtime, failure to meet deadlines, etc. 


ly 


Whether you are next door or 2000 miles away, you can count on 


fe prompt, careful attention to your needs. Just phone or 
7 " write our nearest office for full details. 
Oldest and lorgest independent 
| in the country. sic 


STATISTICAL TABULATING COMPANY 


Established 1933...Michael R. Notaro, President _ 


CHICAGO NEW YORK ST. LOUIS 

53 W. Jackson Blvd. 89 Broad St. 411 N. Tenth St. TABU 
HArrison 7-4500  WHiteball 3-8383 CHestnut 5284 
4 National-Newark Bldg. 1367 E. 6th St. ee 
MArket 3-7636 SUperior 1-8101 PERSONNEL 
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FOR REGULAR AND OVERLOAD WORK 


U 


LOS ANGELES CHICAGO NEW YORK 
731 SPRING ST. 109 NO. WABASH 860 BROADWAY 
TR 9883 RA 6-8250 OR 3-9710 


MINNE APOLIS ST. LOUIS 
125 S. 3rd ST. 217 N. 10th ST. 
MA 8512 CE 6752 
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MARKETING: An Institutional Approach 


by 
EDWARD A. DUDDY and D. A. REVZAN 


Professor Emeritus, School of Busi- Associate Professor of Business Ad- 
ness, University of "Chicago ministration, University of California, 
Berkeley 


Integrated in accordance with a 
Business and 


Eeonnenics Here is the only marketing text to present material com: J 

PGi pletely integrated in accordance with a preconceived thto- 
Publications retical plan. The new edition maintains this excellent quality, 
and at the same time simplifies, clarifies, better coordi- 
nates, and brings statistics up to date. It thus presents a com- 
prehensive knowledge of the meaning of marketing and the 
organic way in which economic society is organized to catry 
on marketing transactions. It excels in pointing out the rele- 
vance of the structural concept to market areas and prices 
and calling attention to the prevalence and importance of 
structural change in marketing institutions. 

Discussing the theory of marketing from an institutional 
point of view, the text emphasizes marketing functions and 
structures which operate in the cultural environment of a 
highly organized economy. In these discussions, a detailed 
and integrated analysis is presented of major marketing func- 
tions and structures, including agency, area, and price j 
through and by which marketing functions are performed. 
This is followed by consideration of coordination and con- © 
trol of the system through means of price, consumer, man- 
agement, and government. Finally, there is an evaluation of 
the efficiency of marketing mechanisms. 


Sendfor | McGraw-Hill Book Company, Inc. 


acopy 
on approval 330 West 42nd St. New York 36, N. Y. 
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